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[4110-02-M] 


DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Office of Education 
145 CFR Parts 144, 175, and 176] 


NATIONAL DIRECT STUDENT LOAN, COLLEGE 
WORK-STUDY, AND SUPPLEMENTAL EDUCA- 
TIONAL OPPORTUNITY GRANT PROGRAMS 


AGENCY: Office of Education, HEW. 


ACTION: Notice of proposed rulemak- 
ing. 


SUMMARY: 1. The Commissioner is 
revising sections 3, 4, 5, 6, 7, and 16 of 
the National Direct Student Loan, 
College Work-Study, and Supplemen- 
tal Educational Opportunity Grant 
Program regulations. These three pro- 
grams are popularly known as the 
three ‘‘campus-based”’ Federal pro- 
grams of student financial aid. 

2. These revisions are being made (a) 
to correct previous inequities in dis- 
tributing funds among institutions of 
higher education and (b) to require 
that the institutions verify any esti- 
mated family income data on applica- 
tions for financial aid submitted 
before January 1 for an award year be- 
ginning after that date. 

3. As a result of these changes, the 
form used by institutions for applying 
for Federal funds will be simplified. 
Regional review panels will be elimi- 
nated. Funds will be distributed 
among institutions by formula, rather 
than in accordance with panel recom- 
mendations. The Commissioner's ‘‘dis- 
cretionary”’ 10 percent of each appro- 
priation will also be distributed among 
States by the same formula. Finally, 
no Federal funds may be given to any 
student based on unverified income 
data submitted before Januar 1. Ver- 
ification will be optional on forms sub- 
mitted after January 1. 


DATES: Comments must be received 
on or before December 7, 1978. There 
will be hearings in New York, New Or- 
leans, Chicago, and Seattle at the loca- 
tions listed below. 


ADDRESSES: Comments ‘should be 
addressed to Mr. Thomas Butts, Room 
4662 ROB, 400 Maryland Avenue SW., 
Washington, D.C. 20202. 


November 27—New York, N.Y., Office of 
Education, Region II, Room 1-102-Lobby 
Floor, 26 Federal Plaza, New York, N.Y. 
10007; 9 a.m. to conclusion. Contact 
person for scheduling presentation times: 
Ms. Tillie Wachs, 212-264-4045. 

December 4—New Orleans, La., Tulane Uni- 
versity, McAlister Drive University 
Center, Stibbs Room A and B, New Or- 
leans, La.; 10 a.m. to conclusion. Contact 
person for scheduling presentation times: 
Ms. Carole Sivright, Dallas Regional 
Office, 214-767-3766. 

December 6—Chicago, Ill., Loyola Universi- 
ty, Downtown Campus, Regis Room, 820 
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N. Michigan Avenue, Chicago, Il. 60611; 9 
a.m. to conclusion. Contact person for 
scheduling presentation times: Mr. Tom 
Schindler, 312-353-8943. 

December 8—Seattle, Wash., Federal Build- 
ing, South Auditorium, 915 Second 
Avenue, Seattle, Wash., 98174; 9 a.m. to 
conclusion. Contact person for scheduling 
presentation times: Mr. Jesse Lockyer, 
206-442-4156. 


FOR FURTHER 
CONTACT: 


Mr. Jack Reynolds, 202-245-0231. 


SUPPLEMENTARY INFORMATION: 
The proposed amendments regarding 
distribution of campus-based student 
aid funds are based on recommenda- 
tions made. to the Commissioner by a 
panel of student financial aid experts 
and on public comment received on 
those recommendations. The recom- 
mendations were distributed to the 
public in the June 1978 Bulletin of the 
Bureau of Student Financial Assist- 
ance of the Office of Education (BSFA 
Bulletin), the relevant portions of 
which are reproduced below, after 
“Other comments.” Readers are invit- 
ed to read that part of the preamble 
for the text of the recommendations, 
and for the background and rationale 
of this proposal. Written comments 
were received on those recommenda- 
tions, and public hearings were held 
during the first 2 weeks of July in San 
Francisco, Houston, Washington, D.C., 
and Chicago. 

As a result of public comment on the 
recommendations of the panel of ex- 
perts, this proposal varies from those 
recommendations in several ways. 
First, this proposal covers only the 
first year of the recommended 3-year 
phase-in process. A later Notice of Pro- 
posed Rulemaking will be required to 
carry out the second and third years 
of that process. This guarantees that 
public comment will be received on the 
results of the first year of the new 
procedure before the second and third 
years are incorporated in the regula- 
tions. Additionally, changes have been 
made in some details of the formulas 
recommended by the panel of experts. 

This proposal is similar to the rec- 
ommendations of the panel of experts 
in that it gives both current partici- 
pants in the programs and new appli- 
cants a conditionally guaranteed level 
of funding during the first year of im- 
plementation of the new process. In 
general, the guarantee is conditional 
on enough money being appropriated 
for each program. This proposal dif- 
fers from the recommendations in its 
definition of funding and in other de- 
tails discussed below. 

Under this proposal an institution’s 
level of funding will be considered the 
greater of its actual 1977-78 expendi- 
tures or its projected 1978-79 expendi- 
tures. These amounts will be com- 
pared for each program separately. 


INFORMATION 


Each institution’s projected 1978-79 
expenditures will be calculated by the 
Office of Education. This will be done 
in two steps: First, the Office of Edu- 
cation will determine for each institu- 
tion what percent it spent of the funds 
available to it in each program during 
1977-78. The data for making this de- 
termination will be taken from the 
fiscal-operations report filed by-the in- 
stitution as part of its application. 
Then, the amount of funds available 
to the institution in each program 
during 1978-79 will be multiplied by 
that percentage to determine its pro- 
jected expenditures. 

If an institution did not participate 
in a particular program during 1977-78 
but has funds available to it in that 
program during 1978-79, 100 percent 
use will be assumed. 

If an institution is a nonparticipant 
in all programs during 1978-79, it will 
also receive a conditional guarantee of 
funding. Since that guarantee cannot 
be based on the institution’s actual 
1977-78 or projected 1978-79 expendi- 
tures, a substitute measure will be 
used. That substitute measure will be 
the amount of funds awarded in each 
program to last year’s new applicants 
for their expenditure during 1978-79 
divided by the number of enrolled stu- 
dents in those schools. This will give 
an average award per enrolled student. 
Averages will be calculated by type 
and control, using a national data 
base. (Types of institutions are univer- 
sities, 4-year schools, 2-year schools, 
area vocational schools, and others. 
Control means public, nonprofit pri- 
vate, and proprietary.) The average 
for each program will be multiplied by 
a@ new applicant’s current actual en- 
rolilment to determine its conditional 
guarantee in that program for 1978- 
80 


This approach differs from that rec- 
ommended by the panel of experts. 
Their recommendation was that a new 
applicant’s funding level should be its 
“fair share,” computed as described 
under “Calculation of fair shares.” 

Each institution, both “new” and 
“old,” therefore will have a condition- 
al guarantee for a specific amount of 
funding. If it has participated in one 
or two of the programs, but not all 
three, its conditional guarantee will 
cover only the program(s) in which it 
has participated. It will know this 
amount before it files its application 
for funding. 

To apply for the funds covered by its 
conditional guarantee, an institution 
need only file its fiscal-operations 
report for 1977-78 (if it had funds for 
that year) plus an abbreviated applica- 
tion stating its request in each pro- 
gram. First-time applicants and those 
who had no funds for 1977-78 may file 
the application form only. 
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To receive more funds than its con- 
ditional guarantee, the institution 
must file the additional data discussed 
below in the description of fair shares. 

The amount of funding an institu- 
tion eventually receives may be lower 
than the amount of its conditional 
guarantee. There may not be enough 
money available either in the appro- 
priation nationally or in the funds 
available for a particular State to 
honor all conditional guarantees fully. 
In that case reductions in funding will 
be made. The amount of reduction 
may vary State-by-State and program- 
by-program because of the operation 
of the various statutory State allot- 
ment/apportionment formulas. 

To determine whether the condition- 
al guarantees can be honored in full, 
the Commissioner will total them na- 
tionally and by State and compare 
those totals with the funds available. 
If available funds are sufficient to 
honor all conditional guarantees, they 
will be honored. Otherwise they will 
be reduced by the amount necessary 
to make them equal the amount of 
available funds. 

If available funds exceed the 
amount. of the conditional guarantees, 
the excess funds will be given to those 
institutions whose fair shares exceed 
the amount of their conditional guar- 
antees. 


CALCULATION OF FAIR SHARES 


The Office of Education will com- 
pute by formula an institution’s fair 
share of each appropriation. To have 
its fair share computed, an institution 
must supply the actual, verifiable date 
elements needed to perform the neces- 
sary calculations. Those data elements 
are defined in some detail in section 6 
of the three regulations and are dis- 
cussed further below under “Factors 
used in the formulas.” One formula 
will be used for SEOG, a second one 
for NDSL and CWS. 

Expressed in simple terms, SEOG 
need equals 70 percent of cost minus 
EFC and gift aid. Stated another way, 
if gift aid funds available to applicant 
undergraduate students plus their ex- 
pected family contribution total less 
than 70 percent of their costs, the in- 
stitution will be considered to have a 
need for SEOG funds. 

That ‘need’ will then be split be- 
tween initial year (TY) funds and con- 
tinuing year (CY) funds in the same 
proportion as the institution’s requests 
in those two categories. For example, 
if the institution requests $100,000 in 
IY funds and $200,000 in CY funds 
and is determined to need $150,000 
total in SEOG funds, that total will be 
divided between IY and CY in the pro- 
portion of 1:2, which would amount to 
$50,000 in TY and $100,000 in CY. 

To determine an institution’s fair 
share of the ITY anbd CY appropri- 
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ations, the amount of need for all ap- 
plicant institutions for ITY and CY 
funds will be divided by the total need 
for those funds to compute that insti- 
tution “IY index” and its “Cy index.” 
Those indexes will be multiplied by 
the appropriations for initial and con- 
tinuing funds to determine the institu- 
tion’s fair share of those funds. If the 
institution does not supply the figures 
needed to make these computations, 
its fair share of the available funds 
will be assumed to equal its condition- 
al guarantee. 

The “self-help” formula to be used 
for CWS and NDSL considers both un- 
dergraduate and graduate students. 
The formula totals need for self-help 
among undergraduates plus need for 
self-help among graduate students. 
Self-help is the amount of funds a stu- 
dent receives from work or from loans. 

Since 70 percent of undergraduate 
costs have already been considered in 
determining an institution’s SEOG 
index, only 30 percent of undergrad- 
uate costs will be considered in deter- 
mining the need for self-help among 
undergraduates. Need for self-help 
among undergraduates. Need for self- 
help at an institution is computed by 
adding the need for self-help among 
the various income-level categories of 


_Students attending the institution. 


Specifically, for each undergraduate 
income cell (all of which are displayed 
in section 6 of the proposed regula- 
tions), need for self-help equals the 
lesser of (1) 30 percent of cost, or (2) 
cost minus expected family contribu- 
tion (but not less than zero). As an ex- 
ample, suppose at one institution the 
average undergraduate cost is $4,000 
and the expected family contribution 
(EFC) is $2,500 per student in one 
income cell. The per capita need for 
self-help funds is the lesser of (1) 30 
percent of the cost, which is $1,200 (30 
percent of $4,000), or (2) cost minus 
EFC, which is $1,500 ($4,000 minus 
$2,500). Since $1,200 is less than 
$1,500, the per capita need for self- 
help in that cell will be considered to 
be $1,200. If for another income cell 
the EFC is $3,900 per student, the per 
capita need for self-help funds is the 
lesser of (1) 30 percent of cost ($1,200), 
or (2) cost minus EFC ($100) or $100. 
Finally, if the EFC in a cell is $5,000 
per student, the per capita need for 
self-help is zero. 

For graduate students 100 percent of 
cost will be considered in determining 
the need for self-help funds. Thus, for 
each graduate student income cell the 
per capita need for self-help funds will 
be cost minus EFC (but not less than 
zero). An institution’s total need for 
self-help funds is the sum of under- 
graduate and graduate need for those 
funds. An institution’s self-help index 
will be computed by dividing its need 
for self-help funds by the total need of 
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all institutions, nationally, for those 
funds. 

The institution’s fair share of the 
CWS appropriation will be calculated 
by multiplying the CWS appropriation 
by its self-help index. If the institu- 
tion does not file the information 
needed by the Office of Education to 
make this calculation, its fair share 
will be assumed to equal its condition- 
al guarantee. 

For the NDSL program, each institu- 
tion will receive a fair share of the 
amount available for lending in 1979- 
80. Funds available for lending include 
collections, other Fund income, and 
reimbursements of cancelled Direct 
loans as well as the appropriation and 
the matching institutional capital con- 
tributions. This amount will be multi- 
plied by the institution’s self-help 
index to give the institution’s total ap- 
proved level of expenditure (LOBE), 
which is its fair share of the total 
funds available. If the institution does 
not file the information the Office of 
Education needs to compute its fair 
share of available funds, its LOE will 
be considered to equal its conditional- 
ly guaranteed amount. 

The amount of new Federal capital 
contribution for any institution will be 
derived from its LOE, by subtracting 
from that amount its projected collec- 
tions, other Fund income, and Federal 
reimbursements to its Fund of Direct 
Loans cancelled by its borrowers. The 
difference obtained by making that 
subtraction will be multiplied by 90 
percent to determine its Federal Capi- 
tal Contribution. 

Institutions can expect the full 
amount of their calculated FCC if 
they can fulfill one of the following 
three requirements: ; 

(1) The institution’s default rate is 
less than 10 percent; 

(2) The institution’s default rate is 
more than 10 percent, but the number 
of loans made by that institution 
which are in default for less than 2 
years on June 30, 1978, are at least 10 
percent less than the number of loans 
made by that institution and in de- 
fault for less than 2 years on June 30, 
1977; 

(3) The institution’s default rate is 
more than 10 percent, but the institu- 
tion can document, under § 144.7, that 
it has exercised due diligence as set 
forth in Subpart C of the NDSL regu- 
lations published in the FEDERAL REc- 
ISTER Of November 24, 1976, for the 
past 2 award years. 


Notre.—See Subpart C—Loan Collection— 
Due Diligence, attached as an appendix to 
this NPRM. 


In projecting an institution’s collec- 
tions, the Commissioner will consider 
its default rate. If its default rate is 10 
percent or below, its collections will be 
projected by multiplying its actual 
1977-78 collections by 121 percent. If 


FEDERAL REGISTER, VOL. 43, NO. 217—WEDNESDAY, NOVEMBER 8, 1978 





52130 


its default rate is greater than 10 per- 
cent, it will be expected to increase its 
1977-78 collections by 121 percent plus 
the excess overdue amount. 

The excess overdue amount will be 
computed as follows: First, the Com- 
missioner will determine the amount 
of defaulted loans which would equal 
a 10 percent rate. This will be done by 
multiplying the total amount of ma- 
tured loans by 10 percent. Second, the 
Commissioner will determine the ratio 
between this amount and the unpaid 
principal balance of defaulted loans, 
which the institution will report on 
line IIC6.8E of its fiscal-operations 
report. Third, this ratio will be sub- 
tracted from one. Fourth, the princi- 
pal amount past due on defaulted 
loans (which is reported on line 
IIC6.8F) will be multiplied by this dif- 
ference to determine the excess over- 
due amount. 

As an example, suppose that an in- 
stitution’s Loan Fund has matured 
loans totalling $1,000,000. Further sup- 
pose that the unpaid principal balance 
of defaulted loans reported by the in- 
stitution on line IIC6.8E of its fiscal- 
operations report equals $150,000. 
Then suppose that the past-due princi- 
pal amount in line IIC6.8F of the insti- 
tution’s fiscal-operations report is 
$90,000. Using these figures, the insti- 
tution’s excess overdue amount would 
be calculated as follows: 

1. Ten percent of $1,000,000 equals 
$100,000. 

2. The ratio of $100,000 to $150,000 
equals %. 

3. One minus %3 equals 's. 

4. One-third tirnes $90,000 equals 
$30,000, the excess overdue amount. 


SHIFTING FuNDS IN SELF-HELP 
PROGRAMS 


A procedure will be established to 
accommodate those institutions filing 
under Part B which wish to shift a 
portion of funding from one self-help 
program to another. 

In situations where the institutional 
formula generates a potential level of 
NDSL or CW-S funding ir excess of 
that requested by an institution, this 
excess will be “brokered” (within the 
Office of Education funding process) 
with other institutions. For example, 
if the Self-Help formula provides a 
CW-5 recommendation which exceeds 
the maximum amount requested in 
that program, the difference will be 
put into an “excess” CW-S pool. As- 
suming that the institution’s need for 
NDSL funds has not been fully met, 
each of these institutions will have its 
NDSL (FCC) recommendation _in- 
creased by money in the “excess” 
NDSL (FCC) pool times its proportion- 
ate contribution to the “excess” CW-S 
pool. Similarly, other institutions may 
have their CW-S recommendation in- 
creased by the money in the “excess” 
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CW-S pool times the proportionate 
contribution to the ‘‘excess’’ NDSL 
pool. 

In this manner, shifting of funds by 
one institution between programs may 
be possible but no other institution 
needing those funds will be adversely 
affected. Shifting of self-help funds 
into SEOG will not be permitted. 


Factors USED IN THE FORMULAS 


There was considerable public confu- 
sion concerning the meaning of var- 
ious terms used in the formulas recom- 
mended by the panel of experts, as 
those formulas were explained in the 
BSFA Bulletin. We are therefore offer- 
ing the following clarification of the 
terms used in this proposal. 

“Undergraduate costs” and ‘“gradu- 
ate student costs” will be computed as 
follows: 3 

First, the institution will determine 
the number of “applicant students” in 
each category and report those num- 
bers to the Office of Education. The 
institution will do this by counting the 
number of undergraduate and gradu- 
ate students from whom it received 
completed applications for financial 
aid for 1977-78 (or comparable infor- 
mation in another form) and subtract- 
ing from these numbers the number of 
students who did not meet the require- 
ments of (a) being a citizen or perma- 
nent resident of the United States and 
(b) being enrolled as at least a half- 
time student in an eligible program. 

Second, the institution will tell the 
Office of Education its total tuition 
and fee revenue from all undergrad- 
uate students and its total tuition and 
fee revenue from all graduate students 
and the total numbers of those stu- 
dents. Using these numbers the Office 
of Education will compute the institu- 
tion’s average tuition and fee revenue 
per undergraduate student and its 
average tuition and fee revenue per 
graduate student. The Office of Edu- 
cation will then multiply these aver- 
ages by the number of applicant stu- 
dents in each category to determine 
the total amount of tuition and fee 
revenue from applicant students in 
each category. 

Third, the Office of Education will 
multiply the number of applicant stu- 
dents in each category by a single na- 
tional average figure for living ex- 
penses plus books and supplies. The 
living expenses figure used will be the 
Basic Grant family size offset for 
1977-78 for single persons, multiplied 
by three-fourths to cover 9 months 
rather than 12. For the 1979-80 appli- 
cation the living expense figure used 
will be $2,250. The Office of Education 
will add $200 to this figure for books 
and supplies. 

Fourth, the Office of Education will 
add together the amounts it computes 
for total tuition and fee revenues from 


applicant students and for their living 
expenses and books and supplies to de- 
termine their total costs. This will be 
done separately for undergraduate 
and graduate students. 

A number of commenters objected to 
the use of a single national figure for 
living expenses and suggested other 
figures they considered to be more 
sensitive to local variations in the cost 
of living. These recommendations 
were not accepted. The most “‘local’’ of 
the readily available published cost of 
living figures are the Department of 
Labor’s figures for standard metropoli- 
tan statistical areas (SMSA’s). The 
variation of living costs within each 
SMSA is at least as great as the differ- 
ence between the least expensive and 
the most expensive SMSA. Therefore 
using the cost of living figures for 
SMSA’s would not eliminate the in- 
equity identified by the commenters. 

“Expected family contribution” will 
be computed by the Office of Educa- 
tion. To do this, the Office of Educa- 
tion will multiply the number of stu- 
dents reported by the institution in 
each family income category by the 
national average expected family con- 
tribution for that income category. 
The Office of Education is considering 
two different alternatives for comput- 
ing these averages. One alternative is 
to use data furnished us by the major 
private need analysis services and 
their method of computing expected 
family contributions. The other is to 
use the 1979-80 family contribution 
schedule for Basic Grants, which is 
currently under development, and 
Basic Grant data. 

For the SEOG formula, “gift aid’’ is 
defined as including Basic Grants and 
State scholarships and grants plus all 
the categories of gift aid used by the 
institution in determining its mainte- 
nance of effort figures for CWS and 
SEOG. The amount to be deducted 
from cost will be 100 percent of the 
grant and scholarship funds received 
by the institution’s students during 
1977-78 from Basic Grants and from 
State scholarships and grants, plus 
two-thirds of the other scholarships 
and grants paid out by the institution 
during that year. The same State and 
institutional figures will be used for all 
of the later years of the new process. 
They will not be recomputed from 
year to year to reflect increased ex- 
penditures for scholarships and grants 
in later years either by the State or by 
the institution. This is being done in 
response to several commenters who 
objected that deducting State and in- 
stitutional scholarships and grants 
from costs to determine the amount of 
Federal funds an institution will re- 
ceive is unfair to those States and in- 
stitutions which have made greater ef- 
forts than others to aid their needy 
students, often at considerable sacri- 
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fice to themselves. Some of these com- 
menters complained that the recom- 
mended procedures would move funds 
out of their States to other States 
whose financial aid programs have 
been less commendable. 

Since funds for the campus-based 
programs are allotted among the 
States by statutory formula, the 
amount of funds being reallotted from 
one State to another will be minimal. 
Furthermore, the Office of Education 
will be using a permanent base year 
(1977-78) to determine the amount of 
State and institutional gift aid it will 
deduct from costs. As a result institu- 
tions and. States may increase their 
scholarship and grant expenditures 
without fear of losing future Federal 
funds. 

On the other hand, the campus- 
based programs are not intended to re- 
place State and institutional funds. 
That is the very meaning of the statu- 
tory requirement for maintenance of 
effort in the SEOG in CWS programs. 
Also, some institutions and States are 
much richer than others and there- 
fore better able to provide scholar- 
ships and grants to their students. It 
would not be fair to ignore these dif- 
ferences in ability to pay. For both 
these reasons State and institutional 
expenditures for scholarships and 
‘ grants must be considered. Using 1977- 
78 as a permanent base year accom- 
plishes this purpose with a minimum 
of undesirable side effects. 

“State scholarships and grants’”’ in- 


clude funds given by a State on a case- 
by-case basis to individual students. 
They do not include the “implicit” 
scholarships given to all students in 
public institutions in the form of low 
tuition and fees. 


OTHER COMMENTS 


A number of commenters objected to 
implementing these proposed changes 
for the application which they must 
file in October 1978. They stated that 
the Office of Education is not giving 
them enough leadtime to collect the 
new information that will be required. 

If an institution is not able to file 
these new figures, it will still receive 
its conditional guarantee, but it may 
not apply for an amount greater than 
its guarantee. Thus an institution’s in- 
ability to supply these figures will not 
keep it from receiving funds but will 
prevent it from receiving any increase. 

A few commenters objected to 
basing an_ institution’s conditional 
guarantee on its actual expenditures 
or use rate in 1977-78, because that 1 
year could have shown an abnormally 
low use, for a number of good reasons. 
Several other commenters objected to 
the fact that the recommendations 
made by the panel of experts did not 
include provisions to increase funding 
levels for inflation. 


PROPOSED RULES 


In response to these commenters, it 
should be. noted that any institution, 
even one with a low use rate, may re- 
quest additional funding and have the 
Office of Education compute its fair 
share. If an institution’s fair share ex- 
ceeds its conditional guarantee, it will 
share in any funds that remain availa- 
ble after all conditional guarantees 
have been funded. Any additional 
amount an institution receives as its 
fair share may or may not be enough 
to compensate for the amount of infla- 
tion it has experienced, much of which 
may be reflected in increased tuition 
and fees. However, these programs are 
not intended to help an institution in- 
crease its tuition and fees. In fact, pro- 


_prietary institutions may not, by stat- 


ute, increase their tuition and fees as a 
result of the aid their students receive 
under these programs. 

Several commenters complained 
that the recommendations made by 
the panel of experts discriminated 
against independent students. Others 
complained that the recommendations 
would prevent an institution from 
shifting a portion of its CWS award to 
its SEOG award and vice versa, which 
is permitted by statute. 

Both of these commenters appear to 
misunderstand the recommendations. 
An institution’s fair share will be cal- 
culated by using an average living cost 
for single students. Independent stu- 
dents frequently have dependents. No 
allowance is made in the computations 
for those dependents. On the other 
hand, no deduction is being made for 
students whose living costs are lower 
than average, such as students who 
live in their parents home. We are not 
proposing to forbid an institution to 
consider an independent student’s full 
living costs in computing that stu- 
dent’s individual need, even though 
the Office of Education does not take 
them specifically into account in com- 
puting the institution’s fair share. We 
are also not proposing to amend the 
statute to forbid an institution to shift 
a portion of its SEOG award to its 
CWS award and vice versa. 

A number of commenters objected to 
the fact that the panel of experts rec- 
ommended that Regional Panels 
should be abolished. These com- 
menters believed that it is desirable to 
use a “human element” in evaluating 
applications and that the recommend- 
ed process is.excessively mechanized. 

In response to these commenters we 
must state that the previous applica- 
tion procedures were tried for a 
number of years and failed to distrib- 
ute funds fairly among all institutions, 
despite the fact that those procedures 
relied heavily on use of the “human 
element.” 

Several commenters claimed that 
the effect of the recommended 
changes would be to shift funds from 
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low-cost schools to high-cost ones and 
therefore from disadvantaged students 
to students from middle-income fami- 
lies. 

It should be emphasized that the 
only funds shifted under the proposed 
system will be those above the condi- 
tional guarantees. Each _ institution 
will continue to receive the amount of 
funds it has been spending. The for- 
mulas will only distribute funds above 
the conditional guarantees. 

Preliminary computer simulations 
indicate that these additional funds 
are not likely to be distributed propor- 
tional to current funding. These simu- 
lations do not indicate an overall shift 
from low-cost to high-cost schools or 
vice versa. Rather, funds will be shift- 
ed from some low-cost schools to 
others and from some _ high-cost 
schools to others, reflecting the in- 
equities in the old system. 

We do not believe that our proposal 
will penalize disadvantaged students. 
If they are in low-cost institutions, 
Basic Grants will pay up to half their 
costs. Campus-based funds can be used 
to pay the remaining half of costs. If 
they are in high-cost institutions, 
their Basic Grants will not pay as 
much as half of their costs, because 
those costs are greater than $3,600, 
and a Basic Grant may not exceed 
$1,800. At a high-cost institution a stu- 
dent from a low-income family needs 
much larger amounts of campus-based 
funds than he or she would at a low- 
cost institution. These factors are all 
considered in the formulas. 

The Office of Education used a 
survey to decide that 70 percent of un- 
dergraduate costs should be met with 
gift aid and family contributions. One 
commenter claimed that the survey is 
unreliable. 

In response to this commenter, the 
Office of Education acknowledges that 
all surveys are fallible. For the pur- 
pose of this fund-distribution proce- 
dure, however, it is not essential that 
the survey data be absolutely accu- 
rate. The survey was adequate to show 
that nationally the share of need met 
with gift aid is between two-thirds and 
three-fourths of need. This is true in 
all categories of institution, both low- 
cost and high-cost. It is plainly appar- 
ent that it is not fair to give some in- 
stitutions enough SEOG funds to 
enable them to meet the full need of 
all their needy students with gift aid, 
while other institutions are not able to 
do so. This would give the favored 
schools a competitive advantage. 
Therefore a value judgment has been 
made that SEOG funds will be re- 
stricted to those institutions which 
cannot meet approximately 70 percent 
of their students aggregate need with 
gift aid. This figure may be changed in 
the final reguation as additional facts 
become known concerning the amount 
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of the appropriation and other perti- 
nent factors. 

One commenter observed that the 
recommended changes would encour- 
age grantsmenship by the “numbers 
gameplayers.” 

In reply to this commenter it must 
be stated that all the data which insti- 
tutions furnish to the Office of Educa- 
tion under these new procedures will 
be audited. The HEW Audit Agency’s 
audit guidelines will be amended to re- 
quire the institution’s independent 
auditors to verify these numbers as 
part of the audit procedure now re- 
quired by all three of the campus- 
based programs. 


VERIFICATION OF ESTIMATED INCOME 
DaTA 


The verification proposal in section 
16 is not related to the changes being 
made in the institutional application 
process and the consequent changes 
being made in the methods of distrib- 
uting funds among the States and 
among the institutions within a State. 
It is being included in this Notice of 
Proposed Rule Making only to avoid 
issuing a separate Notice. 

Studies have shown that families 
make errors when they file application 
for financial aid using estimated 
income data for a year which has not 
yet been completed. Lower-income 
families tend to believe that they will 
make more money than they actually 
do. Higher-income families believe the 
opposite. To avoid these problems, the 
Office of Education is proposing that 
no campus-based funds may be dis- 
bursed to a student whose need has 
been computed using estimated data 
submitted before January 1. Institu- 
tions may continue to accept applica- 
tions before January 1, but they must 
verify the estimates before disbursing 
campus-based funds. They may do this 
by requiring families which apply 
before January 1 to submit a copy of 
their Federal income tax form 1040 
which proves that their proves that 
their estimate of income data was cor- 
rect. If the estimate was not correct, 
the institution must make the appro- 
priate adjustments in need analysis. 
Verification of data on applications 
submitted after January 1 is optional 
with the institution. 


RECOMMENDATIONS OF THE PANEL OF 
EXPERTS 


For the convenience of those readers 
who may not have seen the June 1978, 
BSFA Bulletin, we are repeating the 
substance of the recommendations 
made by the panel of experts. The ear- 
lier part of this preamble responds to 
the public comment we received on 
those recommendations. 


* 
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Part I—BAacKGROUND 


During the summer of 1977, nine ex- 
perts on student financial aid and re- 
lated areas were asked by the Commis- 
sioner of Education to review the proc- 
ess by which Federal student assist- 
ance funds are awarded to institutions, 
He asked that recommendations be 
made toward improving the process 
for funding those institutions partici- 
pating in the National Direct Student 
Loan (NDSL), College Work-Study 
(CW-S), and Supplemental Education- 
al Opportunity Grant (SEOG) pro- 
grams. The appointment of. this Panel 
was prompted by recommendations 
made by the Student Financial Assist- 
ance Study Group, the General Ac- 
counting Office, and members of the 
financial aid community. 


CRITICISM OF THE PRESENT FUNDING 
PROCESS 


There has been growing agreement 
that the current funding process is in- 
equitable, overly complex, and too 
time consuming. The funding process 
includes the following elements, some 
of which are based upon legislation, 
while others are based upon regula- 
tions: 

1. The institutional application proc- 
ess. 

2. A review and appeal process culmi- 
nating in a recommended level of 
funding. 

3. Establishment of a nationwide 
level of available funds. 

4. Establishment of the available 


- level of funds for the eligible institu- 


tions in each State including consider- 
ation of the statutory State allotment 
formulas, the regulatory Commission- 
er’s discretionary 10 percent funds, 
and the level of recommended funding 
in each State. 

5. The finalization of an award letter 
for each eligible institution. 

The application process for campus- 
based funds has undergone many 
changes since 1970. In spite of the 
changes, however, the application 
process and the review and appeal 
process have required an inordinate 
amount of time on the part of institu- 
tions and OE staff. Up until 1977 
when the application was developed 
for use by continuing institutions, 
funding decisions were based on unau- 
dited projected figures which served to 
encourage grantsmanship. 

The entire funding process is compli- 
cated by inflexible State allotment 
formulas which differ among the 
three campus-based programs in seem- 
ingly random and inconsistent ways. 
Furthermore, these statutory formu- 
las have enrollment as their primary 
ingredient, and thus they bear little 
relationship to the actual financial 
need in a State. The present regula- 
tory method of assigning-the Commis- 
sioner’s discretionary ‘10 percent 


funds” has ameliorated some of the 
problems of the rigid statutory formu- 
las, but it has also encouraged grants- 
manship. 


Part II—OPERATING ASSUMPTIONS 


The Panel has developed and agreed 
to a number of operating .assumptions 
which must be a part of the new fund- 
ing process. 

1. Phase in: Any new funding process 
must be phased in over a period of 
years to prevent sudden and precipi- 
tous dislocations of funds. 

2. Streamlined process: The funding 
process must be sufficiently stream- 
lined to permit the mailing of institu- 
tional award letters as early as possi- 
ble but not later than January. This 
implies that the Panel Review process 
will no longer exist in its present form. 

3. Standard measurements of need: 
Data collected during the application 
process must allow a standard mea- 
surement of relative institutional fi- 
nancial need. The ability to make 
standard measurements implies that 
data must be actual (historical), verifi- 
able, and auditable. Furthermore, the 
data must be compatible to the extent 
possible, with other Federal requests. 

4. Use of the data: (a) The data col- 
lected during the application process 
must be computerized, edited, and 
made available in a very short time 
frame for funding decisions. (b) The 
data must also be available for the de- 
velopment of a nationwide Date Base 
which will allow the evaluation of 
future funding alternatives. 

5. Reduction of forms: The Fiscal- 
Operations Report and the Tripartite 
application must be combined to 
assure that data will be awailable on 
time and to eliminate present duplica- 
tion in the forms. (FISAP Report) 

6. Timing: The appropriation proc- 
ess must precede the application proc- 
ess so that exact dollars available will 
be known at each step on the new 
funding process. 

7. Inclusion of unutilized funds: 
Funds distributed in a new funding 
process must include not only new ap- 
propriations, but also, to the extent 
possible, unutilized funds from the 
prior year. 

8. Ease of administration: There 
should be liberalized opportunities to 
transfer funds between the campus- 
based programs once they have been 
allocated. Furthermore, the distinc- 
tion between Initial Year and continu- 
ing Year SEOG authorizations should 
be eliminated. 

9. Changing the formulas and the as- 
signment of the 10 percent funds: The 
State allocation formulas and the pre- 
sent method of assigning the discre- 
tionary 10 percent funds are inequita- 
ble and should be changed. The 
changes are generally seen as long- 
range changes, although some portion 
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of the 10 percent funds might be used 
to assist institutions stressed over the 
introduction of a new funding system. 

10. Differentiate grant aid from sel/- 
help: The funding process should use a 
different conceptual framework for as- 
signing SEOG funds than that used 
for assigning funds in the self-help 
programs of NDSL and CW-S. It is ac- 
knowledged that there is a _ great 
demand for grant assistance. It is diffi- 
cult for very needy students to borrow 
enough or work enough to meet their 
educational costs, particularly - at 
higher cost institutions. 

11. Peer involvement: (Formerly the 
Panel Process) will be confined to an 
evaluative role of the Funding system 
and to the national appeal Process. 


Part III—THE NEw FUNDING PROCESS 


Based on its Operating Assumptions, 
the new process will be implemented 
in several phases. It is designed to use 
the strengths of the current interim 
funding system as well as to provide 
needed changes. 


PHASE I—( EFFECTIVE FALL 1978 FOR 
1979-80 AWARD YEAR) 


PART A 


An institution applying under Part 
A will be awarded funds in one or 
more of the campus-based programs 
based on the amount it is expected to 
use in the current year. (1978-79 
award in each program multiplied by 
the percentage of the 1977-78 award 
used during 1978). This is similar to 
the formula Limit Concept used in the 
Fall of 1977. Adjustments will be made 
for cash carryover and collections of 
the NDSL program. All information 
needed will be taken from the FISAP 
report. Funding levels will, in general, 
be held relatively constant. Available 
funds not used to fund Part A will be 
held for use in funding Part B. No 
modification will be made in Part A 
because of an enrollment change or in- 
flation. There will be no shifting of a 
portion of the request between pro- 
grams in Part A. 


Institutions Participating for the First 
Time in 1978-79 


In the case of institutions receiving 
awards for the first time in 1978-79, 
100 percent utilization will be assumed 
and recommendations under Part A 
will be equal to 1978-79 award levels. 
Such an institution may also apply 
under Part B. (See below) 


Part B 


Institutions wishing a greater level 
of funding than that permitted under 
Part~A will be required to submit a 
minimal amount of additional data' on 


'Funds requested in each of the campus- 
based programs, total tuition and fee rev- 
enues, headcount enrollment, BEOG award 
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the combined Fiscal Operations 
Report and Tripartite Application 
(FISAP). A funding level under Part B 
will be calculated for each applicant 
institution with the use of formulas 
developed for the purpose of providing 
a standard measurement of institu- 
tional need. The formula to be em- 
ployed for the self-help programs of 
NDSL and CW-S is different from the 
formula to be employed for the SEOG 
program. Those Part B institutions 
whose need, program by program, has 
not already been met under Part A 
will be awarded an additional sum 
based upon a formula produced insti- 
tutional index and the sum remaining 
in each program after part Part A 
funding levels have been set. If addi- 
tional funding becomes available, 
these new funds will be used to pro- 
portionately increase allocations 
under Part B. 


NEw INSTITUTIONS 


Institutions which will be participat- 
ing for the first time in 1979-80 will 
submit those items required of Part B 
filers. Data used to measure institu- 
tional need will be derived from cumu- 
lative Student Eligibility Report data 
available through the filing of applica- 
tions in the BEOG program. A 
number of additional questions on en- 
rollment will be included on the 
FISAP for use of newly applying insti- 
tutions only. 


Testing the Formulas 


It is assumed that the possible avail- 
ability of additional dollars under Part 
B will persuade a substantial number 
of institutions to provide the Office of 
Education with Part B data. This data 
base will, in turn, permit the testing, 
validating, and notification of the for- 
mulas prior to Phase II of the process 
at which time all institutions will be 
required to file Part B information. 
Since the formulas have been designed 
to produce standard measurements of 
financial need, one of the criteria used 
to evaluate the formulas will be the ef- 
fectiveness with which financial need 
is measured at institutions with var- 
ious cost and with various levels of 
non-campus-based financial aid pro- 
grams. 


PHASE II (EFFECTIVE IN THE FALL, 1979, 
OR AT SuCH TIME AS FORMULAS HAVE 
BEEN SUFFICIENTLY TESTED AND DE- 
TERMINED TO PRODUCE EFFECTIVE RE- 
SULTS) 


PART A 


Institutional funding levels will be 
calculated in a manner similar to 
Phase I, Part A. However, institutions 


level, State Grants and Scholarships, Insti- 
tutionally administered grants and scholar- 
ships, and the number of enrolled students 
in various categories of family income. 
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will be awarded no more than rz per- 
cent (perhaps 90 percent) of their cur- 
rent funding level multiplied by the 
previous years’ utilization percentage. 
Therefore, all else being equal, a 
higher level of funds will be available 
for the funding of Phase II, Part B, 
than were available for Phase I, Part 
B. 


PART B 


All institutions will be required to 
submit the information described 
under Phase I, Part B, and these data 
will be used to test the institution’s 
need for further funds to supplement 
the amount available under Part A. 
Thus, the formulas which will have 
been developed will play an increasing- 
ly important role in the assignment of 
funds to institutions. 


PHASE III 
PART A 


Institutional funding will again be 
calculated in a -manner similar to 
Phase II, Part A; however, the per- 
centage protection of the previous 
level of utilization will decrease. 


PART B 


Part B will be similar to Phase II, 
Part B, with the exception that re- 
peated data collection will only be nec- 
essary periodically, and may not be 
necessary for all data elements. Since 
the percentage protection of the previ- 
ous level of funding has decreased in 
Phase III, Part A, the formulas will 
continue to play an increasingly im- 
portant role in the assignment of 
funds to institutions. 


How the System Will Work in 1978 
(for the 1979-80 Award Period) 


All institutions which have partici- 
pated previously as well as newly ap- 
plying institutions will be supplied 
with a new form, the FISAP (Fiscal 
Operations Report—Funding Applica- 
tion). Information requested in that 
report will be essentially the same in- 
formation as that previously requested 
on the Fiscal Operations Report. It 
will include an additional short section 
to be completed by institutions wish- 
ing funding greater than previously 
utilized amounts (Part B) and those 
institutions applying for the first time. 

Institutions will be given the option 
of applying for Part A only or addi- 
tionally applying for Part B funds. If 
they apply for Part A only, they will 
have completed their request at the 
time they complete the Fiscal Oper- 
ations Sections of the-FISAP and the 
section requesting funds for the 
coming year. New institutions will not 
complete the Fiscal Operations Sec- 
tions of the FISAP. 

All FISAP’s will be mailed to the OE 
Central office and put through a ma- 
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chine edit. The edit print-out of tenta- 
tive Part A recommended levels will be 
mailed to the institutions with instruc- 
tions on how to make corrections. A 
copy will also be mailed to the Region- 
al Office. Institutions will be responsi- 
ble for resolving errors. Regional 
Office assistance will be available in 
the most difficult of cases, and correc- 
tions will be forwarded directly to the 
OE Central Office for Keypunch. 

With the assistance of a software 
program designed for this purpose, 
State totals in each program will be 
derived and compared with sums avail- 
able. Remaining sums will be used to 
satisfy Part B requests or whatever 
portion of those requests is possible. A 
set of formulas which measure relative 
need for Federal funds will be used to 
derive two measurements of need for 
each Part B applicant (one measure- 
ment for the SEOG program and one 
measurement for the Self-Help pro- 
grams). 

Institutions will be sent information 
on dollar recommendations made 
under Part A from the OF Central 
Office. If they have completed Part B, 
they will be informed of the recom- 
mended amount (if any) which will be 
available to them under Part B. 

Since there will be no individual 
judgment exerted on these decisions, 
no Regional Panel will be used for the 
review. 


Shifting in Self-Help Programs 


A procedure will be established to 
accommodate those institutions filing 
under Part B which wish to shift a 
portion of funding from one self-help 
program to another. 


NDSL Defaults z 


At the present time the Bureau is 
considering several approaches which 
would incorporate the NDSL default 
record into the Part A and/or Part B 
funding process. Comments will be 
welcomed regarding whether and how 
NDSL defaults should be incorporated 
in the funding process. 


Part IV—THE FoRMULAS—How THEY 
WorRK 


A. SEOG FORMULA 


The SEOG formula=70 percent x 
cost—(EFC+ BEOG+State Grant 
Aid-+ Institutional Grant Aid) 

(70 percent was chosen because it 
represents the approximate average 
amount of nonreturnable aid received 
by students in all types of institu- 
tions.') The terms in the formula are 
defined below along with the data 
sources which will be utilized. 

(i) Cost. The term “Cost” is meant to 
reflect the aggregate cost of attend- 


‘Cooperative Institutional Research Pro- 
gram: Higher Educational Research Insti- 
tute (Fall 1975). 
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ance of undergraduate applicants en- 
rolled at the institution and will con- 
sist of tuition and fee costs and living 
costs. Tuition and fees will represent 
the total tuition and fee revenues 
from all undergraduates at the institu- 

tion in 1977-78. 

Living costs are equal to: 0.75 (Social 
Security annual budget for an individ- 
ual) x total headcount undergraduate 
enrollment. The “.75” factor reflects a 
9-month average school year com- 
pared to the 12-month living cost of 
the Social Security budget. 

Total undergraduate tuition and fee 
revenues and total undergraduate 
living costs will be added together in 
order to obtain total undergraduate 
costs. In order to obtain the “Cost” 
figure for enrolled applicants, which 
will be used in the formula, the follow- 
ing calculation will be made by OE: 

Enrolled undergraduate applicants 
over Total undergraduate headcount 
enrollment x Total undergraduate 
costs = the total ‘“‘Cost’”’ for enrolled 
undergraduate applicants. Example: 
An institution with an undergraduate 
headcount enrollment of 2,000 has 
1,000 enrolled undergraduate appli- 
cants. If that institution’s total under- 
graduate costs are $10 million, then 
their calculation would be: 

Total Cost of Enrolled Undergraduate 
Applicants =1,000/2,000 x 
$10,000,000 = $5,000,000 
(ii) Total expected family contribu- 

tion (EFC). Institutions will be re- 

quested to provide the number of en- 
rolled applicants ? by income level, de- 
pendency status (dependent-independ- 
ent), and academic level (undergrad- 
uate-graduate *). (See chart in section 

6 of the proposed regulation.) Based 

upon these data the Office of Educa- 

tion will calculate the total EFC for 
each income category based upon cur- 
rent need analysis methodology. 

The sum of the total EFC’s for each 
income category of undergraduates 
represents the value of “EFC” to be 
used in the SEOG formula. 

Giii) BEOG. The term “BEOG” 
refers to total Basic Grant funds re- 
ceived by students at the institution in 
1977-78. In future years it is expected 


that BEOG data will be provided by - 


USOE, rather than by institutions. 

(iv) State grant and scholarship aid. 
The Panel recommended defining 
State Grant Aid to be the sum of all 
State scholarships and grants for un- 
dergraduates for the academic year 


?Enrolled applicants are students enrolled 
at least half-time in an eligible program, 
who meet the program requirements for 
citizenship and whose family income, depen- 
dency status, and academic level are known 
to the institution. 

’Only data for undergraduate students 
will be included in the calculation of the 
SEOG Index. Undergraduate and graduate 
data will be utilized in the CW-S and NDSL 
programs. 


1977-78. This amount would be held 
constant for future funding cycles to 
prohibit it becoming a disincentive for 
States to expand scholarship and 
grant programs. 

(v) Institutional grant and scholar- 
ship aid. The Panel recommended di- 
fining Institutional Grant Aid as 70 
percent of the grant and scholarship 
component of the institutional mainte- 
nance of level of effort for fiscal year 
1977-78. This amount would be held 
constant for future cycles to prohibit 
it becoming a disincentive for institu- 
tions to expand scholarship and grant 
programs. 


HOW THE FORMULA WILL WORK 


The procedure for determining rec- 
ommended levels (ITY and CY) for Part 
B filers is: 

1. Estimated need for SEOG will be 
computed as follows: 70 percent x 
Cost—(EFC + BEOG +State Grant 
Aid+ Institutional Grant Aid) 

2. A Relative National Index (RNI) 
will be calculated for each institution 
as the ratio of that institution’s for- 
mula-determined need to the sum of 
the need for all institutions. This Rel- 
ative National Index will then be split 
in proportion to the institution’s re- 
quest for IY and CY funds. 


Example: If an_ institution requests 
$30,000 in IY funds and $70,000 in CY 
funds, its Relative National Index for IY 
funds will be 30 percent of its overall RNI 
and its Relative National Index for CY 
funds will be 70 percent of its overall RNI. 


3. The Relative National Index for 
IY and CY funds multiplied by the 
corresponding IY and CY SEOG ap- 
propriation will equal the institutional 
Fair Shares of the available ITY and 
CY SEOG funds. 


Example: If an institution’s Relative Na- 
tional Index for IY funds is .001 and the IY 
SEOG appropriation for that year is 
$150,000,000 that institution’s Fair Share of 
IY SEOG funds is determined by: 


Fair Share SEOG 
(TY)=$150,000,000 x .001=$150,000 


4. The amount the institution is 
scheduled to receive under Part A may 
be equal to, less than, or greater than 
that institution’s Fair Share. If it is 
equal to or greater than the Fair 
Share, then it represents the maxi- 
mum grant for that institution for 
that year. 

5. If additional funds are available 
for Part B, they will be distributed 
based upon the relative amount by 
which the institutional Fair Share ex- 
ceeds the amount the institution is 
scheduled to receive under Part A. - 


Example: If institution No. 1 has a Fair 
share of SEOG IY funds of $150,000 and its 
Part A recommendation is $100,000 then 
that institution’s shortfall of Part A of Fair 
Share is $50,000. If institution No. 2 has a 
shortfall of Part A to Fair Share of $25,000. 


FEDERAL REGISTER, VOL. 43, NO. 217—WEDNESDAY, NOVEMBER 8, 1978 








then institution No. 1 would receive twice as 
much Part B funds as institution No. 2. 


B. SELF-HELP FORMULA (CW-S AND NDSL) 


The Panel recommended one Self- 
Help formula to be used for both CW- 
S and NDSL allocations. 


Self-help formula=(undergraduate 
“cost’”’—total undergraduate 
EFC) ‘+(graduate “costs’’—total 
graduate EFC) > 


The Self-Help formula represents 
the need for all loans and work, both 
federally subsidized and others, rather 
than just the need for CW-S and 
NDSL. 


HOW THE SELF-HELP FORMULA WILL 
WORK FOR THE CW-S PROGRAM 


1. A Relative National Index (RNI) 
will be calculated for each institution 
as the ratio of that institution’s for- 
mula-determined need to the sum of 
the need for all institutions. 

2. The Relative National Index mul- 
tiplied by the CW-S appropriation will 
equal the institutional Fair Share of 
the available CW-S funds. 

3. The amount the institution is 
scheduled to receive under Part A may 
be equal to, less than, or greater than 
that institution’s Fair Share. If it is 
equal to or greater than the Fair 
Share, then it represents the maxi- 
mum employment for that institution 
for that year. 

4. If additional funds are available 
for Part B, they will be distributed 
based upon the relative amount by 
which the institutional Fair Share ex- 
ceeds the amount the institution is 
scheduled to receive under Part A. 


HOW THE SELF-HELP FORMULA WILL 
WORK FOR THE NDSL PROGRAM 


1. A Relative National Index will be 
calculated for each institution as the 
ratio of that institution’s formula de- 
termined need to the sum of the need 
for all institutions. 

2. The Relative National Index mul- 
tiplied by the national pool of funds to 
be lent © equals the institutional Fair 
Share of NDSL funds. 

3. The level of expenditures under 
Part A may equal to, less than, or 
greater than that institution’s Fair 
Share. If it is equal to or greater than 
the Fair Share, then it represents the 
maximum level of expenditures. 

4. Institutions FCC will be calculated 
by subtracting its collections and reim- 


‘Undergraduate cost—total undergrad- 
uate EFC” cannot exceed 30 percent of cost 
. since it is assumed that 70 percent of under- 
graduate costs are being met by EFC and 
other assistance. Undergraduate need 
cannot be less than. zero. 

5“Graduate Cost—Total Graduate EFC” 
cannot be less than zero. 

®FCC, ICC, Collections, and Reimburse- 
ments to the NDSL Fund. 
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bursements from its Part A level of ex- 
penditures. 

5. If additional funds are available 
for Part A, they will be distributed 
based upon the relative amount by 
which the institutional Fair Share ex- 
ceeds the amount of the level of ex- 
penditures under Part A. 


SHIFTING FUNDS IN SELF-HELP PROGRAMS 


In situations where the institutional 
formula generates a potential level of 
NDSL or CW-S funding in excess of 
that requested by an institution, this 
excess will be “brokered” (within the 
Office of Education funding process) 
with other institutions in the State. 
For example, if the Selp-Help formula 
provides a CW-S_ recommendation 
which exceeds the maximum amount 
requested in that program, the differ- 
ence will be put into an “excess” CW- 
S pool. Assuming that the institution’s 
need for NDSL funds has not been 
fully met, each of these institutions 
will have its NDSL (FCC) recommen- 
dation increased by money in the 
“excess” pool times its proportionate 
contribution to the ‘excess’ CS-S 
pool. Similarly, other institutions may 
have their CW-S recommendation in- 
creased by the money in the ‘‘excess” 
CWS pool times the proportionate 
contribution to the NDSL pool. 

In this manner, shifting of funds by 
one institutions between programs 
may be possible but no other institu- 
tion needing those funds will be ad- 
versely affected. Shifting of self-help 
funds into SEOG will not be permit- 
ted. 


Dated: August 23, 1978. 


ERNEST L. BOYER, 
U.S. Commissioner of Education. 


Approved: October 27, 1978. 


JOSEPH A. CALIFANO, JY., 
Secretary of Health, 
Education, and Welfare. 
(Catalog of Federal Domestic Assistance No. 
13.471 National Direct Student Loan; 13.463 
College Work-Study; and 13.418 Supplemen- 
tal Educational Opportunity Grant.) 


PART 144—NATIONAL DIRECT 
STUDENT LOAN PROGRAM 


1. Sections 144.3, 144.4, 144.5, 144.6, 
144.7, and 144.16(i) of Part 144 of Title 
45 of the Code of Federal Regulations 
are amended to read as follows: 


§ 144.3 Apportionment and _ reapportion- 
ment of Federal capital contributions 
to States. 


(a) Apportionment. (1) Ninety per- 
cent of the funds appropriated for 
Federal capital contributions will be 
apportioned in accordance with sec- 
tion 462(a)(1) of the act. 

(2) After apportioning funds under 
subparagraph (a)(1), the Commission- 
er will apportion the remaining funds 
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so that each institution in each State 
receives the amount of Federal capital 
contributions calculated under §§ 144.6 
or 144.7. 

(b) Reapportionment. If the appor- 
tionment to a State under paragraph 
(a) exceeds (1) the total amount of ap- 
proved requests for Federal capital 
contributions of institutions in that 
State and (2) the amount to be-+trans- 
ferred to carry out the State Student 
Financial Assistance Training Pro- 
gram under paragraph (c), the excess 
will be reapportioned. The Commis- 
sioner will reapportion those funds 
among the States according to the 
need for Federal capital contributions 
of institutions in each State as calcu- 
lated under §§ 144.6 or 144.7. 

(c) Amounts to be transferred to the 
State Student Financial Assistance 
Training Program. (1) The Commis- 
sioner may transfer an amount equal 
to .05 percent of a State’s apportion- 
ment determined under paragraph (a) 
of this section, or $10,000, whichever is 
less, to that State under the State Stu- 
dent Financial Assistance Training 
Program authorized under Section 
493C of the Higher Education Act of 
1965, if the State has submitted an ap- 
proved application. 

(2) Funds reserved for transfer to 
the State Student Financial Assistance 
Training Program, which have not 
been granted to the appropriate 
agency by the end of the fiscal year 
for which appropriated, will be re- 
turned to that State’s apportionment. 
The Commissioner may allocate this 
amount on an equitable basis to one or 
more irstitutions in that State. 


(20 U.S.C. 1087bb and 1088b-3.) 


§ 144.4 Allocation, reallocation and pay- 
ment to institutions. 


(a) When funds available within a 
State for Federal capital contributions 
are less than the amount of funds re- 
quested by institutions in that State, 
the funds will be distributed as set 
forth in § 144.6. However, allocations 
to proprietary schools may not exceed 
the difference between $190,000,000 
and the amount appropriated for Fed- 
eral capital contributions. If the allo- 
cations to proprietary schools would 
exceed that difference, the allocations 
to those schools will be reduced on a 
pro rata basis to the . appropriate 
amount. 

(b)\(1) If an institution anticipates 
that it will not lend all the money allo- 
cated to it by the end of an award 
period, it must notify the Commission- 
er of the amount it does not expect to 
use. The Commissioner will reduce the 
institution’s allocation accordingly. 

(2) When enough Federal capital 
contributions become available for 
reallocation to make a significant in- 
crease in the amount of Federal capi- 
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tal contributions that can be awarded 
to other institutions in a State that 
have a need for those funds, the Com- 
missioner will reallocate those funds 
on a pro rata basis to those other insti- 
tutions. 

(c) The Commissioner will make new 
Federal capital contributions available 
for a specific period of time. Funds 
will be paid to the institution in ad- 
vance or by way of reimbursement, 
based on periodic fiscal reports. 


(20 U.S.C. 1087bb.) 


§ 144.5 Application. 


(a) An institution that wishes to 
make loans under this program must 
file an application with the Commis- 
sioner for an approved level of expend- 
iture before an annually established 
closing date. The application may re- 
quest Federal capital contributions. 

(b) The application must be on the 
form prescribed by the Commissioner 
and contain the information needed to 
determine the institution’s level of ex- 
penditure and Federal capital contri- 


bution under the procedures set forth : 


in § 144.6. 

(c) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
Student Financial Aid and the individ- 
ual or official who will be responsible 
for the receipt, custody and disburse- 
ment of Federal funds. 


(20 U.S.C. 1087bb.) 


§ 144.6 Funding procedures. 


(a)}(1) The Commissioner will calcu- 
late an approved level of expenditure 
for each institution applying under 
paragraph (b) of this section (condi- 
tional guarantee). Institutions seeking 
a higher level of expenditure than 
their conditional guarantee may re- 
ceive a higher level under paragraph 
(c) of this section. The amount of Fed- 
eral capital contribution awarded de- 
pends in part on the institution’s ap- 
proved level of expenditure. The Fed- 
eral capital contribution is calculated 
under paragraph (e) of this section. 

(2) The amount of Federal capital 
contributions awarded as a result of 
the level of expenditure calculated 
under paragraph (b) is conditioned 
upon enough money being available in 
the State in which the institution is 
located to pay the amounts calculated 
under paragraph (e) to all institutions 
in that State. If the Federal capital 
contribution available in a State is 
below the amount calculated under 
paragraph (e), each institution’s Fed- 
eral capital contribution award will be 
reduced on a pro rata basis to the level 
of available funds. 

(b)(1) An institution that participat- 
ed in the NDSL program in the 1977- 
1978 and 1978-1979 award years will be 
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approved for a level of expenditure for 
the 1979-1980 award year that is the 
greater of (i) its level of expenditure 
for the 1977-1978 award year, or (ii) its 
projected level of expenditure for the 
1978-1979 award year. 

(2) The level of expenditure for the 
1977-1978 award year equals 104 per- 
cent of the amount of loans made in 
that award year. 

(3) The projected level of expendi- 
ture for the 1978-1979 award year is 
calculated by multiplying the funds 
available for lending in 1978-1979 by 
the NDSL utilization rate for the 
1977-1978 award year. 

(4) As used in paragraph (b)(3) of 
this section, funds available for lend- 
ing in 1978-1979 include— 

(i) The Federal capital contribution 
awarded for 1978-1979, 

“ii) The matching institutional capi- 
tal contribution, 

(iii) 110 percent of loan repayments 
received in 1977-1978, 

(iv) Reimbursements for 1977-1978 
Direct loan cancellations, : 

(v) Cash on hand as of June 30, 1978, 
and 

(vi) Fund income. 

(5) The 1977-1978 NDSL utilization 


-rate equals the 1977-1978 level of ex- 


penditure (i.e., 104 percent of the 
amount of loans made) divided by the 
funds available for lending in 1977- 
1978. Funds available for lending in 
1977-1978 included: 

(i) The Federal capital contribution 
awarded for 1977-1978, 

(ii) The matching institutional capi- 
tal contribution, 

(iii) Loan repayments received in 
1977-1978, 

(iv) Reimbursement for 1976-1977 
Direct loan cancellations, 

(v) Cash on hand as of June 30, 1977, 
and 

(vi) Fund income. 

(6) If an institution is participating 
in the NDSL program in the 1978-1979 
award year, but did not participate in 
the NDSL program in award year 
1977-1978, it will be considered to have 
a 100 percent utilization rate. 

(7)(i) If an institution applies to par- 
ticipate in the NDSL program in the 
1979-1980 award year, and is not par- 
ticipating in any of the campus based 
programs in the 1978-1979 award year, 
its level of expenditure will be calcu- 
lated by comparing the institution to 
institutions of the same type and con- 
trol, that first participated in the 
NDSL program in the 1978-1979 award 
year. Specifically, the authorized level 
of expenditure of the comparable in- 
stitutions is divided by their number 
of enrolled students to get a per-stu- 
dent amount. The Commissioner mul- 
tiplies that amount by the number of 
students enrolled at the applicant in- 
stitution. 


(ii) For the purpose of this subpara- 
graph: control means public, nonprofit 
private, and proprietary; and type 
means universities, four year schools, 
two year schools, and others. 

(8) If an institution applies to par- 
ticipate in the NDSL program in the 
1979-1980 award year, is not partici- 
pating in that program in 1978-1979, 
but is participating in the SEOG or 
CWS program in 1978-1979, it will not 
receive a conditional guarantee and 
must apply for a level of expenditure 
under paragraph (c). 

(9) If the sum of Federal capital con- 
tributions awarded to all institutions 
in a State as a result of the level of ex- 
penditures approved under this para- 
graph is less than the State apportion- 
ment for Federal capital contributions 
calculated under § 144.3(a), awards will 
be increased to those institutions ap- 
plying for a higher level of expendi- 
ture under paragraph (c). An increase 
in the Federal capital contribution 
under this subparagraph will increase 
the institution’s level of expenditure 
by the same percentage as the per- 
centage increase in the Federal capital 
contribution. To increase awards, the 
Commissioner will— 

(i) Subtract from the State appor- 
tionment for Federal capital contribu- 
tions calculated under § 144.3(a), the 
sum of the Federal capital contribu- 
tion awards already determined as a 
result of the level of expenditure cal- 
culated under paragraphs (b)(1), (6), 
and (7) of this section. 

(ii) Multiply the remainder by the 
relative State index for self-help of 
each institution that applies for addi- 
tional funds under paragraph (c). 

(iii) Add the amount obtained in (ii) 
for each institution to the amount pre- 
viously calculated for that institution 
under paragraphs (b)(1), (6), or (7) of 
this section. 

(10) For purposes of paragraph 
(b)(9)Cii) of this section, an eligible in- 
stitution’s relative State index for self- 
help is calculated by determining that 
institution’s aggregate need for self- 
help under § 144.6(c)(1) and dividing 
that amount by the sum of the need 
for self help of all institutions in the 
eligible institution’s State applying for 
additional funds under paragraph (c). 

(c) Calculation of fair share. Each 
institution applying under this para- 
graph will receive a level of expendi- 
ture which represents the institution’s 
“fair share” of the funds available for 
lending in the 1979-1980 award year. 
The “fair share” will be calculated by 
multiplying each institution’s “self 
help relative national index’ by the 
funds available for lending in’ the 
1979-1980 award year. The Commis- 
sioner calculates an institution’s “self 
help relative national index” as fol- 
lows: 
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(1) The Commissioner determines 
the need for self help (need for funds 
from work and loan sources) of gradu- 
ate students at the institution by— 

(i) Establishing various income cate- 
gories for dependent and independent 
graduate students, 

(ii) Establishing an expected family 
contribution for each income category 
of dependent students and each 
income category of independent stu- 
dents, using need analysis methods ap- 
proved under § 144.13, 

(iii) Determining the average cost of 
education for graduate students, 

(iv) Substracting from the average 
cost of education for graduate stu- 
dents, the calculated expected family 
contribution for each income category 
of dependent students, multiplying 
that amount by the number of stu- 
dents in that category and adding the 
amounts.obtained for each income cat- 
egory of dependent students, 

(v) Subtracting from the average 
cost of education for graduate stu- 
dents, the calculated expected family 
contribution for each income category 
of independent students, multiplying 
that amount by the number of stu- 
dents in that category, and adding the 
amounts obtained for each income cat- 
egory of independent students, and 

(vi) Adding the amounts obtained 
under paragraphs (c)(1)(iv) and (v) of 
this section. 

(2) The Commissioner determines 
the need for self help (need for funds 
from work and loan sources) of under- 
graduate students at the institution 
by: 

(i) Establishing various income cate- 
gories for dependent and independent 
undergraduate students; 

(ii) Establishing an expected family 
contribution for each income category 
of dependent students and each 
income category of independent stu- 
dents, using need analysis methods ap- 
proved under § 144.13, 

(iii) Calculating 30 percent of the 
average cost of education for under- 
graduate students, 

(iv) Multiplying the number of de- 
pendent students in each income cate- 
gory by the lesser of (A) 30 percent of 
the average cost of education for un- 
dergraduate students or (B) the aver- 
age cost of education for undergrad- 
uate students minus the expected 
family contribution determined under 
paragraph (c)(1)(ii) of this section for 
that income category, and adding the 
amounts obtained for each income cat- 
egory of dependent students, 


PROPOSED RULES 


(v) Multiplying the number of inde- 
pendent students in each income cate- 
gory by the lesser of (A) 30 percent of 
the average cost of education for un- 
dergraduate students or (B) the aver- 
age cost of education for undergrad- 
uate students minus the expected 
family contribution determined under 
paragraph (c)(1)(ii) of this section for 
that income category, and adding the 
amounts obtained for each income cat- 
egory of independent students, 

(vi) Adding the amounts obtained in 
paragraphs (c)(1)iv) and (v) of this 
section. 
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(3) For purposes of paragraphs (c)(1) 
and (2) of this section the average cost 
of education minus expected family 
contribution may not be less than 
zero. 

(4) The total amount of self help 
need of the institution is the sum of 
the self help need of graduate stu- 
dents ((c)(1)(vi)) and undergraduate 
students ((c)(2)(vi)). 


The following chart indicates the 
income categories and the manner in 
which the appropriate number of stu- 
dents will be reported. 





NUMBER OF ENROLLED APPLICANTS BY INCOME CATEGORY FOR 1977-1978 


TE 
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(5) The Commissioner divides the 
result obtained in paragraph (c)(4) of 
this section by the sum of— 

(i) The self help need of all institu- 
tions applying under this paragraph or 
under §175.6(c) of the CWS regula- 
tions (45 CFR 175.6(c)), and 

(ii) The conditional guaranteed level 
of expenditure for NDSL and the con- 
ditional guaranteed CWS amount for 
all institutions not applying under this 
paragraph or §175.6(c) of the CWS 
regulations. 

(6) The increase in an institution’s 
level of expenditure may not exceed 
the difference between its ‘fair share” 
and its conditional guarantee. 

(d) As used in paragraph (c): 

(1) “Cost of education” is the cost of 
attendance for undergraduate and 
graduate students who satisfy the eli- 
gibility requirements of § 144.9(a) (1) 
and (2). These costs include tuition 
and fees and a standard cost for living 
expenses and books and supplies. (The 
institution will report its total tuition 
and fee revenues and the Commission- 
er will prorate this amount for eligible 
students.) 

(2) “Funds available for lending in 
the 1979-1980 award year” include 

(i) The 1979 appropriation for Feder- 
al capital contribution, 

(ii) The matching institutional capi- 
tal contribution, 


UNDERGRADUATE} GRADUATE 


Giii) 121 percent of 1977-1978 loan re- 
payments, 

(iv) Reimbursements for 1978-1979 
Direct loan cancellations, and 

(v) Fund income. 


DETERMINATION OF FEDERAL CAPITAL 
CONTRIBUTION (FCC) 


(e)(1) The Commissioner determines 
the Federal Capital Contribution 
(FCC) for an award year by 

(i) Subtracting from an institution’s 
approved level of expenditure for that 
year, the loan repayments for that 
year, fund income, and reimburse- 
ments for cancellations of direct loans 
for the previous year and, 

(ii) Multiplying the remainder by 90 
percent. 

(2) Loan repayments for the purpose 
of calculating FCC for the 1979-80 
award year will be considered to be 121 
percent of the amount collected in the 
award year if 

(i) The institution’s default rate is 10 
percent or less, 

(ii) The institution’s default rate is 
more than 10 percent, but the number 
of loans made by that institution, 
which are in default for less than 2 
years, on June 30, 1978 are at least 10 
percent less than the number of loans 
made by that institution and in de- 
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fault for less than 2 years on June 30, 
1977, or 

(iii) The institution’s default rate is 
more than 10 percent, but the institu- 
tion can document, under 144.7, that it 
has exercised due diligence as -set 
forth in Subpart C of the NDSL regu- 
lations published in the FEDERAL REG- 
ISTER Of November 24, 1976, for the 
past 2 award years. 


NotTe.—See Subpart C—Loan 
Collection—Due Diligence, attached as 
an appendix to this NPRM. 


(3) If an institution does not qualify 
under one of the three conditions in 
subparagraph 2, its loan repayments 
will be considered to be, for the pur- 
pose of calculating FCC for the 1979- 
80 award year, < 

(i) 121 percent of the amount Collect- 
ed in the 1977-1978 award year, plus 

(ii) The amount it would have col- 
lected through June 30, 1978 if its de- 
fault rate was 10 percent. 

(f)(1) If an institution’s ‘“‘fair share” 
of the CWS appropriation exceeds its 
request for CWS funds, the Commis- 
sioner will place the excess in an 
“Excess CWS Pool.” Similarly if an in- 
stitution is scheduled to receive more 
Federal capital contributions than it 
requested, the Commissioner will place 


that excess in an “Excess Federal Cap- 


ital Contribution (FCC) Pool.” 

(2)(i) If an institution has contribut- 
ed to the “Excess CWS Pool,” and its 
need for Federal capital contributions 
has not been fully met, it may receive 
additional Federai capital contribu- 
tions from the ‘‘Excess FCC Pool.” 

(ii) If an institution has contributed 
to the “Excess FCC Pool” and its need 
for CWS funds has not been fully met, 
it may receive additional funds form 
the “Excess CWS Pool”. 

(iii) The amount of additional Feder- 
al capital contributions an institution 
may receive under this subparagraph 
is proportional to its contribution to 
the ‘‘Excess CWS Pool.” The amount 
of additional CWS funds an institu- 
tion may receive under this subpara- 
graph is proportional to its contribu- 
tion to the “Excess FCC Pool’. Stated 

“as an equation— 


Additional FCC equals institutional 
contribution to Excess CWS Pool di- 
vided by Excess CWS Pool multi- 
plied by Excess FCC Pool 

Additional CWS equals institutional 
contribution to Excess FCC Pool di- 
vided by Excess FCC Pool multiplied 
by Excess CWS Pool 
(g) Notwithstanding paragraphs (b), 

(c), (e) and (f) of this section, no insti- 

tution may receive more Federal capi- 

tal contributions than it requested. 


(20 U.S.C. 1087bb.) 
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§ 144.7 Application 
request. 


(a) An institution may request a 
review of its calculated level of ex- 
penditure or Federal capital contribu- 
tion. The Commissioner will convene a 
national review panel consisting of 
student financial aid officers and OE 
personnel. 

(b) The review panel will review 
each request and notify the Commis- 
sioner of its recommendations and the 
reasons for its recommendations. 

(c) The Commissioner will establish 
an approved level of expenditure and 
Federal capital contributions based on 
the procedures set forth in § 144.6 and 
the national review panel recommen- 
dations. 


(20 U.S.C. 1087bb.) 


review—approval of 


§ 144.16 Making and disbursing loans. 


* * ~ * = 


(i) No loan may be made to a student 
whose need for the loan was computed 
using estimated data submitted to the 
institution before January 1 of the 
previous award year unless the institu- 
tion verifies that information. 


PART 175—COLLEGE WORK-STUDY PROGRAM 


2. Sections 175.3, 175.4, 175.5, 175.6, 
175.7, and 175.16(f) of Part 175 of Title 
45 of the Code of Federal Regulations 
are amended to read as follows: 


§ 175.3 Allotment ‘of Federal funds to 
States. — 


(a) Initial allotments. Two percent 
of the CWS appropriation will be al- 
lotted in accordance with section 
442(a) of the Act. An additional 
amount will be allotted in accordance 
with section 442(f) of the Act. 

(b) Initial allotment to States. (1) 
Ninety percent of the amount remain- 
ing after allotment of funds under 
paragraph (a) will be allotted in ac- 
cordance with section 442(b) and that 
portion of section 442(c) of the Act 
which relates to the 1972 allotment 
guarantee. 

(2) After allotting funds under para- 
graph (a) and subparagraph (b)(1), the 
Commissioner will allot any amount 
remaining so that each institution in 
each State receives the amount of 
CWS funds calculated under §§ 175.6 
or 175.7. 

(c) Amounts to be transferred to the 
State Student Financial Assistance 
Training Program. (1) The Commis- 
sioner may transfer an amount equal 
to .05 percent of each State’s initial al- 
lotment, as determined under para- 
graphs (a) and (b) of this section, or 
$10,000, whichever is less, to that 
State under the State Student Finan- 
cial Assistance Training Program au- 
thorized under section 493C of the 
Higher Education Act of 1965, if the 


State has submitted an approved ap- 
plication. 

(2) Funds reserved for transfer to 
the State Student Financial Assistance 
Training Program, which have not 
been granted to the appropriate 
agency by the end of the fiscal year 
for which appropriated, will be re- 
turned to that State’s allotment under 
the College Work-Study Program. The 
Commissioner may _ allocate this 
amount on an equitable basis to one or 
more institutions in that State. 


(20 U.S.C. 1088b-3.) 


(d) Reallotment. The Commissioner 
will reallot the amount of any State’s 
allotment which (1) exceeds the ap- 
proved requests of institutions in that 
State, (2) has not been granted to any 
institution at the end of the fiscal year 
for which appropriated, or (3) has not 
been transferred to carry out the 
State Student Financial Assistance 
Training Program. .The Commissioner 
will reallot' those funds among the 
States according to the need for CWS 


.funds of institutions in each State as 


calculated under §§ 175.6 or 175.7. 
(42 U.S.C. 2752.) 


§ 175.4 Allocation, reallocation and pay- 
ment to institutions. 


(a) When funds available within a 
State are less than the amount of 
funds requested by institutions in that 
State, the funds will be distributed as 
set forth in § 175.6. 

(b)(1) If an institution anticipates 
that it will not use all the money allo- 
cated to it by the end of an award 
period, it must notify the Commission- 
er of the amount it does not expect to 
use. The Commissioner will reduce the 
institution’s allocation accordingly. 

(2) The Commissioner may reallo- 
cate those funds on an equitable basis 
to other institutions in the State that 
have a need for those funds. If no in- 
stitution in that State has a need for 
those funds, the funds may be reallot- 
ed in accordance with section 175.3, 
for use in other States. 

(c) The Commissioner will make 
funds available for a specific period of 
time. Funds will be paid to the institu- 
tion in advance or by way of reim- 
bursement, based on periodic fiscal re- 
ports. 


(42 U.S.C. 2756.) 


§ 175.5 Application. 


(a) An institution that wishes to par- 
ticipate in the College Work-Study 
program must file an application with 
the Commissioner before an annually 
established closing date. 

(b) The application must be on the 
form prescribed by the Commissioner 
and contain the information needed to 
determine the institution’s allocation 
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of funds under the procedures set 
forth in § 175.6. 

(c) The application must contain the 
information needed to determine 
whether the institution is complying 
with the maintenance of effort re- 
quirements set forth in § 175.20. 

(d) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
Student Financial Aid and the individ- 
ual or official who will be responsible 
for the receipt, custody and disburse- 
ment of Federal funds. 


(42 U.S.C. 2756.) 


§175.6 Funding procedure. 


(a) Institutions requesting CWS 
funds will receive an amount calculat- 
ed under paragraph (b) of this section 
(conditional guarantee). An institution 
seeking more than its conditional 
guarantee may receive an additional 
amount under paragraph (c) of this 
section. The conditional guarantee is 
conditioned upon enough money being 
available in the State in which the in- 
stitution is located to pay the amounts 
calculated under paragraph (b) to all 
institutions in that State. If the CWS 
funds available in a State will not fully 
satisfy all conditional guarantees, each 
institutions’s award will be reduced on 
a pro rata basis to the level of availa- 
ble funds. 

(b)(1) An institution that received 
CWS funds in the 1977-1978 and 1978- 
1979 award years will receive for the 
1979-1980 award year, the greater of 
(i) its actual CWS expenditures for the 
1977-1978 award year of (ii) its pro- 
jected 1978-1979 award year expendi- 
tures. 

(2.4) An _ institution’s projected 
1978-1979 expenditure is calculated by 
multiplying its 1978-1979 allocation by 
the school’s CWS utilization rate for 
the 1977-1978 award year. 

(iii) The CWS utilization rate is cal- 
culated by dividing the CWS expendi- 
ture in an award year by the grant 
funds available for expenditure in that 
award year. 

(3) If an institution received CWS 
funds for the 1978-1979 award year 
and: did not participate in the CWS 
program in the 1977-1978 award year, 
it will be considered to have a 100 per- 
cent utilization rate. 

(4)(i) If an institution applies to par- 
ticipate in the CWS program in the 
1979-1980 award year, and is not par- 
ticipating in any of the campus based 
programs in the 1978-1979 award year, 
its conditional guarantee will be calcu- 
lated by comparing the institution to 
institutions of the same type and con- 
trol that first participated in the CWS 
program in the 1978-1979 award year. 
Specifically, the amount of CWS 
funds the comparable institutions re- 
ceived is divided by the number of en- 
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rolled students at the schools to get a 
per-student amount. The Commission- 
er multiples that amount by the 
number of students enrolled at the ap- 
plicant institution. 

ii) For purposes of this subpara- 
graph: control means public, non- 
profit private, and proprietary; and 
type means universities, four year 
schools, two year schools, area voca- 
tional schools and others. 

(5) If an institution applies to par- 
ticipate in the CWS program in the 
1979-1980: award year, is not partici- 
pating in that program in the 1978- 
1979 award year, but is participating 
in the SEOG or NDSL program in 
1978-1979, it will not receive a condi- 
tional guarantee and must apply for 
funds under paragraph (c). 

(6) If the sum of CWS conditional 
guarantee awards for all institutions 
in a State is less than the State allot- 
ment calculated under §175.3¢b), 
awards will be increased to those insti- 
tutions applying for additional funds 
under paragraph (c). To increase 
awards, the Commissioner will— 

(i) Subtract from the State allot- 
ment calculated under §175.3(b), the 
sum of the awards already calculated 
in paragraphs (b)(1), (3), or (4) of this 
section for all institutions in the State. 

(ii) Multiply the remainder by the 
relative State index for self help of 
each institution that applies for addi- 
tional funds under paragraph (c). 

(iii) Add the amount obtained in 
paragraph (b)(6)(ii) of this section for 
each institution to the amount calcu- 
lated for that institution under para- 
graphs (b)(1), (3), or (4) of this section. 

(7) For purposes of paragraph 
(b)(6)(ii) of this section, an eligible in- 
stitution’s relative State index is calcu- 
lated by determining that institution’s 
aggregate need for self help under 
§ 175.6(c)(1) and dividing that amount 
by the sum of the aggregate self help 
need of all institutions in the eligible 
institution’s State applying under 
paragraph (c). 

(c) Calculation of fair share. Each 
institution applying under this para- 
graph will receive a “fair share” of the 
CWS appropriation. The “fair share” 
will be calculated by multiplying each 
institution’s “self help relative nation- 
al index” by the CWS appropriation. 
The Commissioner calculates an insti- 
tution’s self help relative national 
index as follows: 

(1) The Commissioner determines 
the need for self help (need for funds 
from work and loan sources) of gradu- 
ate students at the institution by— 

(i) Establishing various income cate- 
gories for dependent and.independent 
graduate students, 

(ii) Establishing an expected family 
contribution for each income category 
of dependent students and each 
income category of independent stu- 
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dents, using need analysis methods ap- 
proved under § 175.13, 

(iii) Determining the average cost of 
education for graduate students, 

(iv) Subtracting from the average 
cost of education for graduate stu- 
dents, the calculated expected family 
contribution for each income category 
of dependent students, multiplying 
that amount by the number of stu- 
dents in that category and adding the 
amounts obtained for each income cat- 
egory of dependent students, 

(v) Subtracting from the average 
cost of education for graduate stu- 
dents, the calculated expected family 
contribution for each income category 
of independent students, multiplying 
that amount by the number of stu- 
dents in that category, and adding the 
amounts obtained for each income cat- 
egory of independent students, and 

(vi) Adding the amounts obtained 
under paragraphs (c)(1) (iv) and (v) of 
this section. 

(2) The Commissioner determines 
the need for self help (need for funds 
from work and loan sources) of under- 
graduate students at the institution 
by: 
(i) Establishing various income cate- 
gories for dependent and independent 
undergraduate students; 

(ii) Establishing an expected family 
contribution for each income category 
of dependent students and each 
income category of independent stu- 
dents, using need analysis methods ap- 
proved under § 175.13, 


(iii) Calculating 30 percent of the 
average cost of education for under- 
graduate students, 

(iv) Multiplying the number of de-. 
pendent students in each income cate- 
gory by the lesser of (A) 30 percent of 
the average cost of education for un- 
dergraduate students or (B) the aver- 
age cost of education for undergrad- 
uate students minus the expected 
family contribution determined under 
paragraphs (c)(2)(ii) of this section for 
that income category, and adding the 
amounts obtained for each income cat- 
egory of dependent students, 

(v) Multiplying the number of inde- 
pendent students in each income cate- 
gory by the lesser of (A) 30 percent of 
the average cost of education for un- 
dergraduate students or (B) the aver- 
age cost of education for undergrad- 
uate students minus the expected 
family contribution determined under 
clause (ii) for that income category, 
and adding the amounts obtained for 
each income category of independent 
students, 

(vi) Adding the amounts obtained in 
paragraphs (c)(2) (iv) and (v) of this 
section. 

(3) For purposes of paragraphs (c) 
(1) and (2) of this section, the average 
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cost of education minus expected 
family contribution may not be less 
that zero. 


(4) The total amount of self help 
need of the institution is the sum of 
the self help need of graduate stu- 
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dents ((c)(1vi)) and undergraduate 
students ((c)(2)(vi)). 


The following chart indicates the 
income categories and the manner in 
which the appropriate number of stu- 
dents will be reported. 





NUMBER OF ENROLLED APPLICANTS BY INCOME CATEGORY FOR 1977-1978 


GRADUA 


(5) The Commissioner divides the 
result obtained in paragraph (c)(4) of 
this section by the sum of— 

(i) The formula determined self help 
need of all institutions applying under 
this paragraph, or under § 144.6(c) of 
the NDSL regulations (45 CFR 
144.6(c)) and 

(ii) The CWS conditional guarantee 
plus the conditional guaranteed level 
of expenditure for all institutions not 
applying under this paragraph or 
§ 144.6(c) of the NDSL regulations. 

(6) An institution may not receive 
more than the difference between its 
“fair share” and its conditional guar- 
antee. 

(d) As used in paragraph (c): “Cost 
of education” is the cost of attendance 
for undergraduate and graduate stu- 
dents who satisfy the eligibility re- 
quirements of §175.9(a)(1) and (2). 
These costs include tuition and fees 
and a standard cost for living expenses 
and books and supplies. (The institu- 
tion will report its total tuition and fee 
revenues, and the Commissioner will 
prorate that amount for eligible stu- 
dents.) 

(e)(1) If an institution’s “fair share” 
of the CWS appropriation exceeds its 
request for CWS funds, the Commis- 
sioner will place the excess in an 
“Excess CWS Pool.” Similarly if an in- 
stitution is scheduled to receive more 
Federal capital contribution than it re- 
quested, the Commissioner will place 
that excess in an “Excess Federal Cap- 
ital Contribution (FCC) Pool.”’ 

(2)Ci) If an institution has contribut- 
ed to the “Excess CWS Pool,” and its 
need for Federal capital contribution 
has not been fully met, it may receive 
additional Federal capital contribu- 
tions from the “Excess FCC Pool.” 

(ii) If an institution has contributed 
to the “Excess FCC Pool’ and its need 


PROF, 


INCOME UNDERGRADUA 


TE 
INDEPENDENT 


for CWS funds has not been fully met, 
it may receive additional funds from 
the ““Excess CWS Pool.” 


(iii) The amount of additional Feder- 
al capital contributions dn institution 
may receive under this subparagraph 
is proportional to its contribution to 
the “Excess CWS Pool.” The amount 
of additional CWS funds an institu- 
tion may receive under this subpara- 
graph is proportional to its contribu- 
tion to the “Excess FCC Pool.” Stated 


-as an equation— 


Additional FCC equals institutional 
contribution to Excess CWS Pool di- 
vided by Excess CWS Pool multi- 
plied by Excess FCC Pool 

Additional CWS equals institutional 
contribution to Excess FCC Pool di- 
vided by Excess FCC Pool multiplied 
by Excess CWS Pool 


(f) Notwithstanding paragraphs (b), 
(c), and (e) of this section, no institu- 
tion may receive more CWS funds 
than it requested. 


(42 U.S.C. 2756) 


§175.7 Application review—approval of 
request. 


(a) An institution may request a 
review of the amount of its conditional 
guarantee. The Commissioner will con- 
vene a national review panel consisting 
of student financial aid officers and 
OE personnel. 


(b) The review panel review each re- 
quest and notify the Commissioner of 
its recommendations and the reasons 
for its recommendations. 


(c) The Commissioner will set an 
award amount based on the proce- 
dures set forth in § 175.6 and the na- 
tional review panel recommendations. 


(42 U.S.C. 2756.) 


§ 175.16 Payments to students. 


(f) No payment may be made to a 
student whose need was computed 
using estimated data submitted to the 
institution before January 1 of the 
previous award period unless the insti- 
tution verifies that information. 


(42 U.S.C. 2754.) 


PART 176—SUPPLEMENTAL EDUCATIONAL 
OPPORTUNITY GRANT PROGRAM 


3. Sections 176.3, 176.4, 176.5, 176.6, 
176.7, and 176.16(i), 4, 5, 6, 7 and 16 of 
Part 176 of Title 45 of the Code of 
Federal Regulations are amended to 
read as follows: 


§ 176.3 Apportionment and. reapportion- 
ment. ; 


(a) Initial grant—apportionment. (1) 
Ninety percent of the funds appropri- 
ated for making initial grants for any 
fiscal year will be apportioned as set 
forth in section 413D(a) of the Act. 

(2) After apportioning funds under 
paragraph (a)(1) of this section, the 
Commissioner will apportion the re- 
maining funds so that each institution 
in each State receives the amount for 
initial grants calculated under.§§ 176.6 
or 176.7. 


(b) Initial grants—reapportionment. 
The Commissioner will reapportion 
the part of any State’s apportionment 
which exceeds the approved requests 
for initial grants of institutions in that 
State, or which has not been trans- 
ferred to carry out the State Student 
Financial Assistance Training Pro- 
gram. The Commissioner will reappor- 
tion these funds among the remaining 
States according to the need for initial 
funds by institutions in these States as 
calculated under §§ 176.6 or 176.7. 


(c) Continuing grants—apportion- 
ment. The Commissioner will appor- 
tion the funds appropriated for con- 
tinuing grants so that each institution 
in each State receives the amount for 
continuing grants calculated under 
§§ 176.6 or 176.7. 


(d) Continuing grants—reapportion- 
ment. Any funds apportioned under 
paragraph (c) which are later deter- 
mined by the Commissioner to exceed 
the amount required by any State for 
continuing grants under §§176.6 or 
176.7, or which have not been trans- 
ferred to carry out the State Student 
Financial Assistance Training Pro- 
gram, will be reapportioned among the 
remaining States. 


(e) Amounts to be transferred to the 
State Student Financial Assistance 
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Training Program. (1) The Commis- 
sioner may transfer an amount equal 
to .05 percent of each State’s appor- 
tionment, as determined under para- 
graphs (a) and (c) of this section, or 
$10,000, whichever is less, to that 
State under the State Student Finan- 
cial Assistance Training Program au- 
thorized under Section 493C of the 
Higher Education Act of 1965, if the 
State has submitted an approved ap- 
plication. 

(2) Funds reserved for transfer to 
the State Student Financial Assistance 
Training Program, which have not 
been granted to the appropriate 
agency by the end of the fiscal year 
for which appropriated, will be re- 
turned to that State’s apportionment. 
The Commissioner may apportion the 
amount on an equitable basis to one or 
more institutions in that State. 


(20 U.S.C. 1070b-3 and 1088b-3.) 


§ 176.4 Allocation, reallocation and pay- 
ment to institutions. 


(a) When funds available within a 
State for initial or continuing awards 
are less than the amount of funds re- 
quested by institutions in that State, 
the funds will be distributed as set 
forth in § 176.6. 


(b)\(1) If an institution anticipates - 


that it will not use all the money allo- 
cated to it for initial or continuing 
grants by the end of an award period, 
it must notify the Commissioner of 
the amount it does not expect to use. 
The Commissioner will reduce the in- 
stitution’s allocation accordingly. 

(2) The Commissioner may reallo- 
cate those funds on an equitable basis 
to other institutions in the State that 
have a need for those funds. If no in- 
stitution in that State has a need for 
those funds, the funds may be reap- 
portioned in accordance with § 176.3, 
for use in other States. 

(3) The Commissioner will make 
funds available for initial and continu- 
ing grants for a specific period of time. 
Funds will be paid to an institution in 
advance or by way of reimbursement, 
based on periodic fiscal reports. 


(20 U.S.C. 1070b-3.) 


§ 176.5 Application. 


(a) An institution that wishes to par- 
ticipate in the SEOG program must 
file an application with the Commis- 
sioner before an annually established 
closing date. 

(b) The application must be on the 
form prescribed by the Commissioner 
and contain the information needed to 
determine the institution’s allocation 
of funds under the procedures set 
forth in § 176.6. 

(c) The application must contain the 
information needed to determine 
whether the institution is complying 
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with the maintenance of effort re- 
quirements set forth in § 176.20. 

(d) The application must be signed 
by the official authorized to submit 
the application and must contain the 
names of the institution’s Director of 
Student Financial Aid and the individ- 
ual or official who will be responsible 
for the receipt, custody and disburse- 
ment of Federal funds. 


(20 U.S.C. 1070b-3.) 


§ 176.6 Funding procedure. 


(a) Institutions requesting SEOG 
funds will receive an amount calculat- 
ed under paragraph (b) of this section 
(conditional guarantee). An institution 
seeking more than its conditional 
guarantee may receive an additional 
amount under paragraph (c) of this 
section. The conditional guarantee is 
conditioned upon enough money being 
apportioned or reapportioned to the 
State in which the institution is locat- 
ed to pay the amounts calculated 
under paragraph (b) to all institutions 
in that State. If the SEOG funds 
available in a State will not fully satis- 
fy all conditional guarantees, each in- 
stitution’s award will be reduced on a 
pro rata basis to the level of available 
funds. 

(b)(1) An institution that received 
SEOG funds in the 1977-1978 and 
1978-1979 award years will receive for 
the 1979-1980 award year, the greater 
of (i) its actual SEOG expenditure for 
the 1977-1978 award year, of (ii) its 
projected 1978-1979 award year SEOG 
expenditure. 

(2)4) An _ institution’s projected 
1978-1979 SEOG expenditure is calcu- 
lated by multiplying its 1978-1979 allo- 
cation by its SEOG utilization rate for 
the 1977-1978 award year. 

Gi) The SEOG utilization rate is cal- 
culated by dividing the aggregate 
SEOG expenditure in an award year 
by the grant funds available for ex- 
penditure in that award year. 

(3) If an institution received SEOG 
funds for the 1978-1979 award year 
and did not participate in the SEOG 
program in the 1977-1978 award year, 
it will be considered to have a 100% 
utilization rate. 

(4)(i) If an institution applies to par- 
ticipate in the SEOG program in the 
1979-1980 award year, and is not par- 
ticipating in any of the campus based 
programs in the 1978-1979 award year, 
its conditional guarantee will be calcu- 
lated by comparing the institution to 
institutions of the same type and con- 
trol, that first participated in the 
SEOG program in the _ 1978-1979 
award year. Specifically, the amount 
of SEOG funds the comparable insti- 
tutions received is divided by the 
number of enrolled students at the 
comparable schools to get a per-stu- 
dent amount. The Commissioner mul- 
tiplies that amount by the number of 
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students enrolled at the applicant in- 
stitution to determine its conditional 
guarantee. 

(ii) For purposes of this subpara- 
graph: control means public, nonprofit 
private and proprietary; and type 
means universities, four year schools, 
two schools, and others. 

(5) If an institution applies to par- 
ticipate in the SEOG program in the 
1979-1980 award year, is not partici- 
pating in that program in 1978-1979, 
but is participating in the CWS or 
NDSL program in 1978-1979, it will 
not receive a conditional guarantee 
and must apply for funds under para- 
graph (c). 

(6) Each institution’s conditional 
guarantee will be divided between ini- 
tial grants and continuing grants. This 
division will be based on the percent- 
age that the institution’s request for 
each type of grant bears to its total re- 
quest. (For example, if an institution 
requests $45,000 for initial grants and 
$55,000 for continuing, 45 percent of 
its conditional guarantee will be for 
initial grants and 55 percent for con- 
tinuing grants). 

(7) If the sum of initial year condi- 
tional guarantee awards for all institu- 
tions in a State is less than the State 
allotment for initial year grants calcu- 
lated under §176.3(a), awards will be 
increased to those institutions apply- 
ing for additional funds: under para- 
graph (c). To increase awards, the 
Commissioner will— 

(i) Subtract from the State allot- 
ment for initial grants calculated 
under §176.3(a), the sum of the 
awards already calculated in para- 
graphs (b)(1), (3) or (4) of this section 
for all institutions in the State. 

(ii) Multiply the remainder by the 
relative State index for initial grants 
of each institution that applies for ad- 
ditional funds under § 176.6(c). 

(iii) Add the amount obtained in 
paragraph (b)(7)(ii) of this section for 
each institution to the amount calcu- 
lated for that institution under para- 
graphs (b)(1), (3) or (4) of this section. 

(8) For purposes of paragraph 
(b)(7)Gii) of this section, an eligible in- 
stitution’s relative state index is calcu- 
lated by determining that institution’s 
aggregate need for initial year grants 
under §176.6(c)(1):and dividing that 
amount by the sum of the need for ini- 
tial year awards of all institituions in 
the eligible institution’s State apply- 
ing under paragraph (c). 

(c) Calculation of fair share. Each 
institution applying under this para- 
graph will receive a “fair share” of the 
SEOG appropriation. An institution’s 
fair share of the SEOG initial grant 
appropriation is calculated by multi- 
plying the appropriation for initial 
grants by that institution’s relative na- 
tional index for initial grants. An insti- 
tution’s fair share of the SEOG con- 
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tinuing grant appropriation is calcu- 
lated by multiplying the appropriation 
for continuing grants by that institu- 
tion’s relative national index for con- 
tinuing grants. 

(1) The Commissioner calculates a 
relative national index for initial 
grants by dividing each institution’s 
need for initial grants (determined 
under paragraphs (c)(3) and (4) of this 
section) by the sum of the need for ini- 
tial grants of all institutions applying 
‘ for initial year funds. For purposes of 
this calculation, the need for initial 
year funds at an institution not apply- 
ing for additional initial year funds 
under this paragraph is its conditional 
guarantee. 

(2) The Commissioner calculates a 
relative national index for continuing 
grants by dividing each institution’s 
need for continuing grants (deter- 
mined under paragraphs (c)(3) and (4) 
of this section) by the sum of the need 
for continuing grants of all institu- 
tions applying for continuing funds. 
For purposes of this calculation, the 
need for continuing year funds of an 
institution not applying for additional 
continuing year funds under this para- 
graph is its conditional guarantee. 

(3) The Commissioner calculates the 
need for SEOG funds for each institu- 
tion applying under paragraph (c) 
under the following formula: 


SEOG need=70 percent x cost of edu- 
cation—(Aggregate Expected Family 
Contribution (EFC) +Basic 
Grants+State Grants+% Institu- 
tional Grants) 


(4) The Commissioner divides each 
institution’s aggregate need for SEOG 
funds between initial grants and con- 
tinuing grants. This division will be 
based on the percentage that the insti- 
tution’s request for each type of grant 
bears to its total request for SEOG 
funds. (For example, if a school asks 
for $45,000 for initial grants and 
$55,000 for continuing grants, 45 per- 
cent of the amount determined in 
paragraph (c)(1) of this section will be 
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apportioned to initial grants and 55 
percent to continuing grants.) 

(5) An institution may not receive 
more than the difference between its 
“fair share” and its conditional guar- 
antee for each type of grant (i.e., ini- 
tial or continuing). 

(d) As used in paragraph (c): 

(1) “Aggregate Expected Family 
Contribution” (EFC) is calculated by 
the Commissioner by— 

(i) Establishing various income cate- 
gories for dependent and independent 
undergraduate students, 

(ii) Establishing an expected family 
contribution for each income category 
of dependent students and each 
income category of independent stu- 
dents, using need analysis methods ap- 
proved under § 176.13, 

(iii) Multiplying the number of de- 
pendent students in each income cate- 
gory by the expected family contribu- 
tion determined under paragraph 
(d)(1)Gii) of this section for that 
income category, and adding the 
amounts obtained for each income cat- 
egory of dependent students, 

(iv) Multiplying the number of inde- 
pendent students in each income cate- 
gory by the expected family contribu- 
tion determined under paragraph 
(d)(1)ii) of this section for that 
income category, and adding the 
amounts obtained for each income cat- 
egory of independent students, and 

(v) Adding the amounts obtained in 
paragraphs (d)(1) (iii) and (iv) of this 
section. 

(2) “Cost of education” is the cost of 
attendance for undergraudate stu- 
dents who satisfy the eligibility re- 
quirements of §176.9(a) (1) and (2). 
These costs include tuition and fees 
and a standard cost for living expenses 
and books and supplies. (The institu- 
tion will report its total tuition and fee 
revenues and the Commissioner pro- 
rates this amount for eligible under- 
graduate students.) 


The following chart indicates the 
income categories and the manner in 
which the appropriate number of stu- 
dents will be reported. 





NUMBER OF ENROLLED APPLICANTS BY INCOME CATEGORY FOR 1977-1978 





INCOME UNDERGRADUATE 


DEPENDENT 


Il 

n 

1 
$20,999 


INCOME UNDERGRADUATE 


INDEPENDENT 





$23,999 





$26,999 





$29,999 








= over 








(3) State grants are the sum of all 
State grants and scholarships received 
by undergraduate students at the in- 
stitution during the 1977-1978 award 
year. 

(4) Institutional grants include the 
sum of those categories of undergrad- 
uate gift aid included in determining 
the maintenance of effort amount 
under § 176.20. 

(e) Notwithstanding paragraphs (b) 
and (c) of this section, no institution 
may receive more money than it re- 
quested by initial or continuing grants. 


(20 U.S.C. 1070b-3.) 


§176.7 Application review—approval of 
request. 


(a) An institution may request a 
review of its conditional guarantee. 
The Commissioner will convene a na- 
tional review panel consisting of stu- 
dent financial aid officers and OE per- 
sonnel. 

(b) The review panel will review 
each request and notify the Commis- 
sioner of its recommendations and the 
reasons for its recommendations. 

(c) The Commissioner will set an 
award amount based on the proce- 
dures set forth in § 176.6 and the na- 
tional review panel recommendations. 


(20 U.S.C. 1070b-3.) 
§ 176.16 Payment of grant. 


* * * * . 


(i) No Supplemental Grant may be 
paid to a student whose need for the 
grant was computed using estimated 
data submitted to the _ institution 
before January 1 of the previous 
award period unless the institution 
verifies that information. 


APPENDIX 


From: FEDERAL REGISTER, Volume 41, No. 
228—Wednesday, November 24, 1976 


§ 144.41 General. 


Each institution at which a Fund is estab- 
lished shall exercise due diligence as de- 
scribed in this subpart in the collection of 
the amounts due and payable to its Fund. In 
the exercise of such responsibility each in- 
stitution must consistently utilize extensive 
and forceful collection practices. In particu- 
lar, an institution shall: 

(a) Provide to each borrower, not later 
than the time when he signs his promissory 
note, full disclosure of his rights and obliga- 
tions thereunder: 

(b)(1) Conduct an exit interview as de- 
scribed in § 144.42 with each borrower prior 
to his leaving the institution and provide 
the borrower at that time with a copy of his 
repayment schedule specifying the total 
amount of the loan and the dates and 
amounts of installments as they become 
due: 
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(2) lf a borrower leaves the institution 
without notice, the institution shall mail 
the borrower a copy of his note and 2 copies 
of his repayment schedule and shall request 
the borrower to sign and return one of the 
copies of the repayment schedule. 

(c) Maintain a written record of the exit 
interview, including a repayment schedule 
signed by the borrower which shall be made 
a part of the borrower's file; 

(d) Maintain contact with the borrower 
after his leaving the institution in order to 
facilitate billing and in order to keep him in- 
formed on a timely basis of all changes in 
the program affecting his rights and obliga- 
tions. 


§ 144.42 Contact with the borrower prior to re- 
payment period. 

(a) Coordination of institutional offices. 
Each institution shall provide for the ex- 
change of information among all appropri- 
ate institutional offices, e:g., the registrar, 
student financial aid, business, and alumni 
offices in order to determine (1) the ap- 
proximate time a borrower will graduate in 
order that an exit interview may be con- 
ducted, or (2) whether a student has left 
school without proper notice so that it may 
mail the borrower required information. 

(b) Exit interview. (1) Each institution 
shall, if possible, conduct an exit interview 
with each borrower prior to the time the 
borrower leaves the institution. The exit in- 
terview shall be conducted on an individual 
basis, except that, if individual interviews 
are not feasible, the institution may conduct 
group exit interviews. 

(2) During the exit interview the institu- 
tion shall provide the borrower with a de- 
tailed explanation of his obligations and 
rights. It shall advise the borrower: (i) Of 
the fact that he has received a loan which 
must be repaid on a timely basis as called 
for in his repayment schedule, (ii) of his re- 
sponsibility to inform the institution imme- 
diately of any change of address, (iii) of the 
full amount of his loan including the inter- 
est rate, (iv) of the date and amount when 
the first payment becomes due, (v) of his re- 
sponsibility to contact the institution prior 
to the due date of any installment if pay- 


ment cannot be made for any reason, (vi) of’ 


his rights to deferment pursuant to 144.34, 
postponement pursuant to 144.35, and/or 
cancellation pursuant to 144.51 through 
144.56 as well as his responsibility to submit 
timely certification of such right to the de- 
ferment, postponement, cancellation, (vii) of 
his right to accelerate loan repayments 
without penalty, (viii) of any optional fea- 
tures whieh the institution has inserted in 
its note including the minimum monthly re- 
payment provision pursuant to § 144.32(e), 
total costs of collection chargeable to the 
borrower pursuant to § 144.32(j), and penal- 
ty charges pursuant to § 144.32(f). 

(c) The institution shall contact each bor- 
rower no less than three times during the 
borrower’s 9 month grace period as follows: 
(1) 90 days into the grace period the institu- 
tion shall transmit to the borrower in writ- 
ing the information described in paragraph 
(b)(2) of this section and such other infor- 
mation as is necessary to satisfy Truth in 
Lending Act regulations; (2) 180 days into 
the grace period the institution shall notify 
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the borrower of the date of expiration of 
the borrower’s grace period; and (3) no less 
than 30 days preceding the due date of the 
first repayment installment: the institution 
shall notify the borrower of the date when 
his first payment become due and of the 
amount of principal and interest due at that 
time. 


(d) If the institution finds that a borrow- 
er’s address has changed, it shall implement 
the procedures set forth in 144.43(a)(4) in 
order to secure the borrower’s correct ad- 
dress. 


(20 U.S.C. 425 and 1087cc.) 


§ 144.43 Billing procedures. 


(a) Each institution shall establish and 
maintain regular billing and follow up pro- 
cedures during the period in which any out-. 
standing balance remains unpaid, including: 

(1) The sending of: 

(i) A letter of notice and a statement of 
account to each borrower no later than 30 
days preceding the date on which the first 
repayment installment is due; 

(ii) A statement of account to each bor- 
rower no fewer than 10 days preceding the 
due date of each payment subsequent to the 
first payment, unless a coupon system is es- 
tablished; . 

(iii) When any payment is‘ not received 
within 15 days of the due date, a telephoned 
or written demand to the borrower for pay- 
ment followed by two more such demands 
spaced 30 days apart if no response to the 
initial demand is received; 

(2) The maintenance of a monthly list of 
payments in arrears with respect to loans 
not paid when due; 

(3) Other procedures for effecting prompt 
and regular repayment including personal 
or telephonic contact where possible; 

(4) In the case of a borrower whose ad- 
dress is no longer Known, which may be evi- 
denced by return of mail, performance of a 
thorough search of all reasonably accessible 
information which may lead to the borrow- 
er’s current address, including records 
checks in all appropriate institutional of- 
fices, checks of the telephone directory or 
information operator in the city or town of 
the borrower's last known address, long dis- 
tance phone calls to the borrower if a phone 
has been obtained and the use of the Office 
of Education’s skip-tracing service, which 
will be provided free of charge to the insti- 
tution. 

(b) Costs incurred by the institution in 
carrying out the activities enumerated in 
paragraph (a) of this section shall be consid- 
ered routine administrative expenses which 
may not be charged to the Fund, except for 
the costs of long distance phone calls to the 
borrower described in paragraphs (a)(3) and 
(a)(4) of this section, which may, in accord- 
ance with 144.46, be considered other collec- 
tion costs chargeable to the Fund. 


(20 U.S.C. 424 and 1087cc) 
§ 144.44 


(a) If an institution is still unable to locate 
a borrower, in spite of its efforts pursuant 
to § 144.43(a)(4), it shall engage the services 
of a commercial skip tracing organization or 


Skip-tracing activities. 
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perform equivalent skip tracing activities 
with its own personnel. 

(b) If the borrower’s address is located as 
a result of the activities described in para- 
graph (a) of this section, the institution 
shall immediately contact the borrower for 
the purpose of collecting amounts past due. 


(20 U.S.C. 424 and 1087cc) 


§ 144.45 


(a) If an institution is still unable to 
obtain payment from a borrower after per- 
forming all of the activities set forth in 
§ 144.46, be § 144.44, it shall utilize the serv- 
ices of a collection agency or perform such 
collection activities with its own personnel 
or shall resort to litigation. 

(b) If a collection agency is used it must 
be bonded in an amount to cover those par- 
ticular assets of the Fund which are under 
the control of the agency at any particular 
time. 

(c) Notwithstanding the provisions of 
paragraph (a) of this seciton, if the amount 
of principal and interest outstanding on a 
loan is not more than $2, the institution 
may write-off that amount and need not 
take any further collection action with 
regard to that loan. 


(20 U.S.C. 424 and 1087cc) 


Collection procedures. 


§ 144.46 Other collection costs—litigation 
costs. 


(a) Reasonable costs incurred in carrying 
out the activities described in §§ 144.44(a) 
and 144.45 and the costs of long distance 
calls incurred in carrying out §§ 144.43 (a3) 
and (a)(4) and § 144.44(b) shall be consid- 
ered other collection costs and may be 
charged to the Fund, except that any collec- 
tion costs paid by the borrower may not be 
charged to the Fund. For audit purposes, 
such costs must be supported by appropri- 
ate financial statements (e.g. telephone bills 
and collection agency bills). The statement 
of the collection agency shall indicate spe- 
cific amounts collected and charges re- 
tained. 

(b) If an institution elects to perform its 
own collections, rather than using a collec- 
tion agency, its actual costs of collection 
may be considered an other collection cost 
and charged to the Fund, so long as such 
costs do not exceed the costs that would 
have been permitted under paragraph (a) of 
this section if the institution had used a 
commercial collection agency. 

(c) Reasonable litigation costs incurred in 
carrying out this subpart may be charged to 
the Fund. 


(20 U.S.C. 424 and 1087cc) 


§ 144.47 Utilization of fiscal agent. - 


(a) If an institution utilizes a billing serv- 
ice, collection agency or any other type of 
fiscal agent in carrying out its functions 
under this part, the function of such service 
or agency must be limited solely to the per- 
formance of ministerial acts. The ultimate 
responsibility of the institution to make de- 
terminations relative to the making and col- 
lection of loans and decisions relative to 
cancellation and deferment of loans cannot 
be delegated. 
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